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In the transitional months ahead, management must adapt its policies 
meet the demands of our changing economy, must strengthen and unify jk 
organization for most effective control. The selected AMA studies listed below 
—written expressly for management by the foremost experts in the field—are 


concerned with today’s key problems in industrial leadership. No alert exective 
will wish to be without them. 


G. M. 133 TOP MANAGEMENT POLICIES AND PHILOSOPHIES. a Ss 
Discusses some of management's little-used resources for promoting better cooperation! within the 
enterprise. An expert examines five important phases of top management policy determination, 
Outlines a successful executive development program for training in all phases of management 
and plant operation. Details the workings of a well-run industrial relations department which 
operates its own school of personnel administration. 


G. M. 134 COMPANY DEVELOPMENT AND TOP MANAGEMENT CONTROL. eas 
Features a unique study of distribution costs employed as a basis for increasing voll ‘a delivery 
while decreasing expenses. Discusses the staffing and functions of the “big foyr’’ units of the 
management control division; structure of the division is illustrated in detailed organization charts, 
Analyzes the impact of industrial decentralization upon control of the business enterprise. 
one company’s plan for decentralizing without loss of unity or integrated control. 


G. M. 135 MANAGEMENT PLANNING FOR EMPLOYMENT STABILIZATION. : . $ 50 
Contains a widely discussed paper on management's responsibility for stabilized “empleyad 
Presents the history of a stabilization plan, in efféctive use for more than a decade, which affects 
dealers as well as employees. The feasibility of annual wage plans is considered by a member 
of the President's Committee to Study Guaranteed Wages. Discusses minimum time guarantees, 
restrictions in coverage, degrees of stability in various industries. 
costs, gains, and methods of financing. 


RES. REP. #8 ANNUAL WAGES AND EMPLOYMENT STABILIZATION TECHNIQUES 
Members, $1.50; Non-members, $2.25 
Outlines all the factors that top management must consider before embarking upon a guaranteed 
wage program. Methods of reducing employment fluctuations are thoroughly discussed. A detailed 
check list of factual information is provided to help evaluate the benefits and costs of various 
stabilization measures. An analysis of three major plans, and a thorough discussion of the practical 


aspects of installation and administration, make this report a significant contribution to management 
literature. 


PERS. 90 SHOULD MANAGEMENT BE UNIONIZED? 
A provocative discussion of the pressures applied to supervisory management by organized labor. 
Examines the conditions that led to foremen's unionization. Presents the findings of a foremen’s 


opinion survey on management practices and policies. A group of industrial relations experts cite 
their experiences with supervisory organization. 


PERS. 79 THE NEW PATTERN OF LABOR RELATIONS 
Contains the much-quoted paper, “Management's. Responsibility for Human Relations.” Also outlines 
the pattern of development indicated by population shifts, union growth, and prevalence of high 


wage rates. Valuable, too, for its discussion of trends in union clauses, and its summary of 
representative clauses recently written into contracts. 


Presents 


Evaluates stabilization guarantees, 


Also Available: 
PROD. 156 PLANNING FOR LOW-COST PRODUCTION 
PROD. 153 INDUSTRIAL ENGINEERING FOR BETTER PRODUCTION 
F. M. 78 EXECUTIVE COMPENSATION AND ACCOMPLISHMENT 





The list prices of the above reports are subject to membership discounts. 
To expedite orders and reduce bookkeeping, the Association requests 
your cooperation in sending remittances with orders under $3.00. 
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HE great rise of unions is creating a new 

kind of economy, the nature of which is 
as vet unpredictable. This is the major con- 
clusion reached by Sumner Slichter in the 
feature abstract of this issue (Wage-Price 
Policy and Employment). Writing in 
The Commercial and Financial Chronicle, 
Professor Slichter points out that the in- 
fluence of organized labor upon wages has 
increased enormously during the past 15 
years, and he expects this upward pressure 
to be stronger than ever in the postwar era. 
Unless the pressure on wages is offset by 
technological advances, it may have a 
greater effect on prices than heretofore. If 
wage rates are forced up and profit margins 
decline, it may prove exceedingly difficult to 
maintain a given level of employment. 

Professor Slichter doubts that “ability to 
pay” will provide a practical basis for wage 
negotiations. He believes that, since union 
pressure is in the direction of imposing the 
same rates in different plants, it will usually 
prove poor union politics to base wage sched- 
ules upon the differing ability of employers 
to pay. 


HE attitude of leaders in business and 

industry toward two current industrial re- 
lations problems was explored in a recent 
Fortune poll (see page 109). Asked about 
the connection between profits and wages, 
one-third of United States executives ex- 
pressed the belief that profits should be 
taken into consideration in setting wages, or 
took a noncommittal view of the subject; a 
solid two-thirds denied that profits and 
wages should be so linked. Queried on the 
allocation of “social responsibility,” execu- 
tives expressed wholehearted recognition of 
their responsibilities toward society but also 
declared that labor leaders should take a 
social responsibility beyond raising wages 
and improving working conditions. An over- 
whelming belief was voiced by those polled 
that most labor leaders are devoid of a sense 
of social responsibility. 
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General Management 


Wage-Price Policy and Employment 


OW that one out of every three 
non-agricultural employees is a 
union member and unions are stronger 
than ever, the upward pressure on 
wages will probably be far greater than 
at any time in the past. Pressure on 
wages has been particularly strong since 
1933. Between 1929 and 1939, hourly 
earnings of non-agricultural workers 
rose 17 per cent, while the prices of 
finished goods dropped nearly 20 per 
cent. Real wages rose faster than in 
any decade since the 70’s. The advance 
in wages was apparently too rapid for 
the demand, because private payrolls in 
1939 were nearly $8 billion less than 

in 1929. 

' Suppose that technological progress 
is increasing output per man-hour at 
the rate-of 3 per cent a year and that 
under the existing volume of unemploy- 
ment (which we may assume to be the 
minimum amount produced by market 
frictions ) unions are able to push wages 
up 5 per cent a year. One of three 
consequences, or a combination of 
them, may be anticipated: 

1. The rise in wages may produce 
an offsetting rise in prices. 

2. The pressure on wages may ac- 
celerate the rate of technological re- 
search and discovery so that output per 
man-hour rises sufficiently to prevent 
an advance in labor costs. 


3. Unemployment may increase 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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until either the willingness or the ability 
of unions to push up wages has been 
reduced to match the rate of techno- 
logical progress—3 per cent a year. At 
that level of unemployment, equilibrium 
will be established between the rate of 
technological progress on the one hand 
and the bargaining power of unions 
on the-other hand. 

Some economists have expressed the 
view that general changes in wages will 
not affect the volume of employment 
because these wage changes will pro- 
duce offsetting changes in_ prices. 
Wages are said to be both a cost of 
production and a demand for goods. 
A general advance in wages, therefore, 
would simultaneously produce increases 
in costs and an offsetting rise in de 
mand. 

The view that prices can be counted 
on more or less automatically to rise 
sufficiently to offset increases in costs 
must, I fear, be rejected. It presup- 
poses that wage increases either (1) re- 
duce the demand for cash balances (or 
their equivalent), or (2) increase the 
supply of money, or (3) do both to the 
degree that expenditures rise exactly in 
proportion to the advance in wages. 
Certainly there is no reason to assume 
that a rise in costs would materially in- 
crease the supply of money. And since 
the effect of the advance in costs upon 
profit margins is at the best uncertain, 
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higher costs are more likely to raise 
than to diminish the demand for cash 
balances. Hence, it is not at all clear 
that a rise in costs would produce an 
increase in expenditures. 

If prices fail to rise sufficiently to 
offset increases in labor costs, may the 
rate of technological change be ex- 
pected to increase sufficiently to keep 
wages and prices in the relation re- 
quired for the previous volume of em- 
ployment ? Some response of the vol- 
ume of industrial research to the 
pressure on wages is to be expected 
particularly if collective bargaining does 
not extend to research workers. Nev- 
ertheless, there is no reason to believe 
that the response will be exactly enough 
to correct any tendency for upward 
pressure on wages to reduce investment 
opportunities below the number needed 
to maintain a given level of employ- 
ment. Unemployment itself does not 
directly stimulate industrial research ; 
research might be stimulated, however, 
by the encroachment upon profits, 
which is the cause of unemployment. 
Nevertheless, it would be quite acci- 
dental if the stimulus and response were 
always precisely large enough to keep 
employment stable in the face of vary- 
ing upward pressure upon wages. 

The upward surge of industrial re- 
search is very powerful and results 
from a multitude of causes operating 
long before unions became important. 
Between 1880 and 1940, the number of 
gainful workers increased about three- 
fold, the number of chemists, assayers 
and metallurgists about 30-fold, and the 
number of technical engineers almost 
40-fold. Expenditures on industrial 
research have been rising by leaps and 
bounds. This movement will continue. 
It may be more than sufficient to offset 
upward pressure of unions upon wages. 
During the nineteenth century, the in- 
dustrial arts developed rapidly enough 
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to make possible both a very rapid rise 
in wages and, contrary to the published 
index of prices, some drop in prices. 
There is no way of predicting whether 
or not this will continue to be true. 

What about the response of the sup- 
ply price of labor to changes in the 
demand for labor? The response to 
increases in the demand for labor is 
usually a mixture—partly an employ- 
ment response and partly a wage re- 
sponse. Does the growth of trade 
unionism mean that the labor market is 
becoming so organized that increases 
in the demand for labor produce more 
and more of a wage response and less 
and less of an employment response? 

Experience with collective bargaining 
since a high proportion of the work- 
force has been unionized is still too 
brief to yield an answer to this ques- 
tion. If union wage movements con- 
tinue to lag behind non-union wage 
movements, as they have usually done 
in the past, and if the long-run rise of 
union wages is no greater than the 
long-run rise of non-union wages, the 
answer to the question will be “no.” 
Certainly the possibility exists, how- 
ever, that labor will be so strongly or- 
ganized to enforce wage increases that 
little or no rise in employment above a 
given point can be achieved. The re- 
sponse of employment and wages to 
changes in the demand for labor varies 
with conditions. The smaller the 
amount of unemployment and_ the 
greater, therefore, the bargaining power 
of unions, the more increases in the 
demand for labor affect wages and the 
less they affect employment. This is 
true regardless of whether or not wage 
increases produce offsetting rises in 
prices. All this means that after em- 
ployment has been raised to a given 
amount, further increases in the demand 
for labor may affect only wages and 
not employment. 
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Will union wage pressures seriously 
limit investment opportunities and 
hence employment by appropriating a 
large portion of the profits of the most 
successful enterprises as rapidly as they 
accrue? This could be a consequence 
of the application of the ability-to-pay 
principle, provided unions were strong 
enough to perpetuate it. To the extent 
that unions are expected to encroach 
upon the profits of the more successful 
enterprises, they make the prospect for 
profits less favorable and limit the ex- 
pansion of industry. 

Even in unorganized industries one 
finds a disposition for the more pros- 
perous plants to pay somewhat higher 
rates than the less prosperous. Unions, 
too, in some industries and under some 
‘circumstances, are disposed to adjust 
wages to a small extent on the basis 
of the ability of employers to pay. Nev- 
ertheless, unions have not gone very far 
in this direction, as the difference in 


Putting Enemy Patents to Work 


OF the 45,000 patents and patent applications seized by our government from 
enemy aliens and nationals of occupied countries, 9,366 have been licensed to 


760 American firms and individuals. 


as a repository for the seized patents. 


Said to be the largest block of patents under one control, the collection includes 
approximately 29,000 patents of German origin, 7,800 French, 1,800 Italian, 1,300 
Dutch, 1,200 Japanese; the remainder are of miscellaneous enemy and enemy- 


occupied origin. 


It is generally conceded that many of the inventions represent some of the finest 
achievements of research talent in Europe, and cover processes which enabled Axis 
nations to carry on mechanized warfare for years, while cut off from such essential 
supplies of basic raw materials as petroleum, rubber, certain non-ferrous and alloy 
metals, sugar, cotton, and wool. Many of the patents have been used by the Allies 
for military purposes against our enemies—particularly in such lines as synthetic 
rubber, precision instruments, high-test gasoline, parachute shrouds, chemical war- 


fare materials, and aeronautical devices. 


Many of the ideas incorporated in the seized patents will be of value in postwar 
These affect manufacture or processing of such items as dyestuffs, 
plastics, pharmaceuticals, electrical goods, synthetic shellac, waterproof cloth, syn- 
thetic fibers, quick-frozen products, magnetic alloys, rayons, etc. 

Rights for lifetime use of patents of enemy countries may be secured for a fee 
of $15. The same fee, plus a small royalty, is charged by the Alien Property Cus- 
todian for use of patents originating in non-enemy and occupied countries. 1 
file is accessible at all times to manufacturers, agriculturalists, educational institu- 


adaptations. 


tions, and others. 
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Products valued at more than 150 million 
dollars, largely war goods, have already been produced from them. The complete 
working drawings for this huge collection have been officially turned over to the 
Midwest Research Institute, the only private agency to be used by the government 





the size of union firms testifies, I do 
not expect that unions will go very far 
in negotiating wage differentials on the 
ability-to-pay principle—at least when 
several employers operate in the same 
city or region. The pressure of union 
members is all in the direction of jm. 
posing the same rates in different 
plants. Hence it is usually not good 
union politics to base union wage sched- 
ules upon the differing ability of differ. 
ent employers to pay. 

What general conclusion is yielded 
by this analysis? By far the most im- 
portant is that the great rise of unions 
seems to be creating a new kind of 
economy. No one really knows how 
this economy will work and how wages 
and prices in it will behave. Only ex- 
perience will reveal the answers to these 
crucial questions. 

By Sumner H.: Sricuter. The 
Commercial and Financial Chronicle, 
February 7, 1946. 
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A New Poll of Executive Opinion 


S strains and stresses in industry’s 

human relations—many of them 
centering about wages and profits and 
the allocation of social responsibility— 
continue to manifest themselves, For- 
tune’s latest poll of executive opinion 
on these problems uncovers some timely 
data. Following are highlights of the 
findings : 

Sixty-seven per cent of the execu- 
tives interviewed feel that the profits a 
company makes should not be taken 
into account in setting the wage rates 
it pays, while only 13.1 per cent believe 
that profits should be taken into con- 
sideration. That a reply to this ques- 
tion would depend upon other factors 
was the opinion of 19.8 per cent. 

Executives recognize wholeheartedly 
that they should assume social respon- 
sibilities other than making money for 
their companies. Asked whether busi- 
ness men were responsible for the con- 
sequences of their actions in a sphere 
somewhat wider than that covered by 
their profit-and-loss sheet, fully 93.5 
per cent responded in the affirmative. 


However, it might be unwise to rely 
on that figure as a guide to more than 
verbal habits, for executives disagree 
as to what proportions of their own 
number possess a sense of social re- 
sponsibility. A breakdown by fields 
(manufacturing, commerce, finance, 
utilities, transportation, and other) 
shows skepticism about fellow business 
men at its peak among those in com- 
merce, of whom 42.7 per cent feel that 
less than half of the business men they 
know are socially minded. 


The feeling that labor leaders should 


assume a social responsibility that goes 
beyond raising wages and improving 
working conditions was expressed by 
93.5 per cent of the interviewees. Only 
3 per cent thought that labor should not 
be charged with this responsibility ; 2.9 
per cent replied that the question de- 
pended upon other factors. 

The next question ran as follows: 

“About what proportion of the labor 
union leaders with whom you or 
business men you know have had 
direct contact would you say show 
signs of having a sense of social re- 
sponsibility? Fully 79.7 per cent felt 
that less than half the labor leaders 
possessed such a sense of social respon- 
sibility ; 5.7 per cent thought that about 
half were sincerely socially conscious ; 
only 1.4 per cent felt that more than 
half have a social sense. The remainder 
could not express an opinion. 
* A further breakdown reveals that 
executives of companies threatened by 
strikes are particularly dubious; 87.1 
per cent of them see social conscious- 
ness among less than half of the labor- 
leader group. Executives in the South 
and Far West are also dubious in their 
rating of labor leaders, with 84.3 per 
cent in each of these areas feeling that 
less than half the labor leaders have a 
social sense. Southern management is 
exceptionally critical, with 31 per cent’ 
maintaining that no labor leaders have 
a sense of social responsibility. 

The majority of executives agreed 
that responsibility for high employ- 
ment, increased productivity, com- 
munity welfare, etc., should be jointly 
assumed by labor and management. 


Fortune, March, 1946, p. 197 :2. 





* MORE THAN 90 per cent of our investment in business plant and equipment 
during the decade 1931-1940 was for replacement purposes only, according to a 


Twentieth Century Fund survey. 
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Locating Regional Plants 


ECENTRALIZATION of indus- 
try, in the opinion of many man- 
agements, is the practical solution to 
problems arising from congestion in 
urban areas, sharp competition for 
labor, crowded layouts, distance from 
markets, high transportation costs, and 
generally mounting expenses that can- 
not easily be checked in the old home 
plant built 20 years or more ago. One 
large company has recently established 
a policy whereby none of its new plants 
will be designed to house more than 500 
employees. 

During the next few years, many new 
plants will be located in the West and 
South. Markets in these areas are 
growing faster than those in the United 
States as a whole, not only in consumer 
purchases but industry buying as well. 
Growing demand in both regions makes 
them particularly attractive to suppliers 
of petroleum, textiles, lumber, food, 
minerals, papers, chemicals, rubber, and 
to aircratt and assembly industries. 

Important from the standpoint of 
labor supply is the fact that the center 
of population has long been moving 
in a southwesterly direction, with the 
center of manufacture trailing behind 
about 250 miles. War migrations ac- 
celerated the trend. Some migrant 
war workers have gone back home, but 
surveys made in southern and western 
cities show that about half of them 
(more in some places) intend to stay. 
In fact, in some localities since V-J 
Day the population is still increasing 
and savings deposits continue to rise. 

In the South, farm resources have 
been so broadened that the handling 
and processing of agricultural prod- 
ucts—vegetables, fruits, and other 
foods—are among the nation’s major 
industries. Cotton, as a cash export 
commodity, is being gradually replaced 
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electro-chemical and electro-metallurgi- 


by more profitable diversified crops, 

Over 75 per cent of the nation’s tex. 
tile mills are located below the Mason- 
Dixon line. More recently, there has 
been a heavy concentration of the wood 
pulp, kraft paper and board industries 
in the South. At present, 113 mills 
are using southern pine—grown in the 
largest forest acreage in the United 
States. Much of the timber cut is on 
a self-perpetuating basis. This region 
also produces 70 per cent of the world’s 
naval stores. 

The chemical industry is a good 
example of the decentralization trend 
toward the South. The Gulf Coast has 
a rare combination of raw materials: 
salt, sulphur, limestone, gas, oil, and 
petroleum by-products. Many chemi- 
cal plants, with growing new markets, 
use these materials to make ethylene 
and electrolytic products, carbon black, 
acids, fertilizers, hydrocarbons, plastic 
components. 

In the West, the processing and 
handling of fruit, vegetables, meat, and 
grains are major industries—in fact, 
they account for one-third of the 
nation’s fresh vegetables, one-third of 
the canned fruits and vegetables, and 
one-half the frozen foods. The first 10 
counties, in dollars of annual farm in- 
come, are in the West. 

The Northwest’s timber, the largest 
virgin stand remaining in this country, 
produces a substantial part of the 
nation’s lumber, with Washington and 
Oregon the two top states. And the 
West holds about 80 per cent of 
the country’s non-ferrous mineral re- 
sources, with copper a leading industry. 

Oil and gas production, principally 
in California 4nd Wyoming, is of im- 
portance. And low-cost hydro-power 
has brought to the Northwest numerous 
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Los Angeles is second to 


cal plants. 
Detroit in auto assembly and second to 


Akron in tire manufacturing. San 
Francisco Bay area is one of the 
country’s largest ports. 

Despite all this industrial growth in 
the South and West, there continues to 
be more demand for consumer goods, 
compared with supply, in those regions 
than there is in the North and East. A 
recent McGraw-Hill survey said : “The 
West uses five times as much electrical 
goods as it makes ; nine times as many 
radios; five times as much _ builders’ 
hardware; 13 times as many farm 
machines.” 

And speaking of southern markets, 
Donald Nelson, when chairman of the 
WPB, said: “Add the fact that the 
level of per capita purchasing power is 
rising more rapidly than that in any 
other great region, and I say flatly that 
the South cannot be prevented from 
moving swiftly into an era of social 
and industrial development.” 

In the selection of plant locality, 
transportation costs of raw materials 
or finished goods, or both, are major 
and controlling factors. Bulky and 
heavy goods, on the whole, are best 
assembled near local markets. In fact, 
it is said that the profit on low-priced 
autos is mainly the freight saved in 
well-placed assembly plants. 

The recent I.C.C. decision reducing 
class freight rates in the South and 
West and increasing them in the North- 
east-—together with the Georgia case 
now before the Supreme Court—indi- 
cate a trend toward equalizing trans- 
portation cost, a development that will 
be favorable to industrial plants in the 
South and West. 

The southern network of water- 
ways, which are from six to nine feet 
deep, offers low-cost transportation. 
The Mississippi - Warrior - Tennessee - 
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Ohio-Gulf system, 8,000 miles in ex- 
tent, permits barge shipments as far as 
Chicago, Pittsburgh, and Minneapolis. 

Nearness to western and southern 
markets has further advantages: It is 
easier and less costly to sell from a local 
plant. Home products are favored. 
Service is better; it takes five to seven 
days to ship from Chicago to coast 
points. Local plants can fill mixed car 
orders; and if prices are f.o.b., the cost 
to the customer is less. 


The South and West offer other 
economies, too. Power, for example, 
is cheap and plentiful in both areas, 
generally speaking. For example, rates 
as low as 1.65 mills per kilowatt hour 
at 100 per cent load factor, and even 
lower for optional demand, are quoted 
in the Northwest. Fuel oil is available 
in both regions. 

Considered broadly, municipal taxes 
are somewhat less in the South and 
West than in the North and East. 
There are, of course, exceptions. In 
comparing two sites, it may be found 
that a higher tax rate at one place will 
be offset by better municipal services, 
or higher freight or production costs at 
the other. 

Finally the mild winters of the South 
and along the Pacific Coast require less 
heating of homes and factories—are 
favorable to year-round open-air work. 
For this reason, the cost of constructing 
a plant in the South or on the West 
Coast may be 5 to 30 per cent less than 
in regions of a more rigorous climate. 
Construction can proceed the year 
‘round. Heating systems are small; 
certain of the equipment can be placed 
outdoors ; and less expensive structures 
can be used, since there is no need to 
protect against cold and snow. 

From New Facts on Locating Re- 
gional Plants. Ford, Bacon & Davis, 
Inc., New York, 1946, 
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Nazi Secrets Offered to Industry 


 Brennpoupe evidence of the dramatic race by American and British scientific 
teams to unlock German war secrets before they could be destroyed is now 
available to industry. As recently announced by the Office of the Publication 
Board, Department of Commerce, the first lot of industrial and scientific tech- 
nical reports has been released by the Army and Navy. They will be repro- 
duced by the Board within the near future for distribution on request. 

The search that began even before V-E Day, close on the heels of our ad- 
vancing armies, is continuing daily. In addition to the laboratories and plants 
in Germany, those of Austria, Japan, and other Axis-held areas are being finely 
combed. And when the curiosity of our scientists has been thoroughly satisfied, 
it is estimated that industry will have the benefit of several thousand reports, 

mong the subjects covered are aircraft, chemical warfare, chemicals 
(biologicals, dyes, explosives, fats, hydrogen peroxide, insecticides, miscellaneous 
chemicals, pharmaceuticals, and plastics), films, instruments and devices, ma- 
chinery and equipment, medicine, metallurgy, petroleum, propulsion rockets and 
bombs, radar, radio, electronics and telephone, vehicles, wood, pulp and paper, 
and X-ray. 

The largest number of reports deals with chemical subjects. The Germans, 
for example, brought out several new developments in chemistry for war pur- 
poses. One of the most important was concentrated hydrogen peroxide for use 
alone or with fuels to generate power for such weapons as rockets and the V-1 
and V-2 bombs. The successful use of this concentrated hydrogen peroxide in 
war indicates that it can serve as an equally important chemical tool in peacetime. 

A synthetic benzil derivative known as “3065” was claimed by a professor 
of Heidelberg to rival penicillin in therapeutic value. New developments in the 
commercial preparation of hormones, substitutes for blood plasma, sulfa drugs, 
morphine, and protein, and new methods for vitamin preparation were discovered 
in a pharmaceutical factory in Holland. 

Typical of hiding places uncovered was a series of boxcars on a railroad 
siding in the middle of a German forest housing a complete scientific library. 

—Corriz CiLoves in Domestic Commerce 11/45 


Government Corporations 


OVERNMENT corporations—numbering 101 organizations, large and small 

—operate in various fields: banking, credit (especially agricultural credit), 
insurance, supplies, construction, transportation, and even publicity. These cor- 
porate forms within the structure of the government exert a great influence on 
the state of our nation. 

Most of the present-day corporations have been established since’ the time 
of World War I, and by far the greater number since 1933. They include both 
wholly owned and mixed public-private ventures. Some corporations originally 
in mixed ownership have passed wholly into private hands, while others are in 
the process of doing so. Of the Farm Credit Administration’s 51 corporations, 
29 are wholly owned by the government, and 22 were originally in mixed owner- 
ship, but three of the latter have passed into private ownership through repay- 
ment of all government capital and eight more are expected to follow by June 

At any given moment some are in liquidation—often a slow process. The 
War Department has been liquidating its U. S. Spruce Production Corporation, 
established during World War I to aid in building airplanes, for many years. It 
is now down to five employees, but it still persists. 

Some corporations have been established under state charters, and one, the 
Virgin Islands Company, was incorporated in the municipality of St. Thomas 
and St. John in the Virgin Islands. Sometimes, they stand alone as independent 
agencies—the Federal Deposit Insurance Corporation is an example; more often, 
they are under some sort of supervision of a department or other agency. 

Some government corporations have indefinite lives; some must fight for 
existence at specified intervals; and others must terminate at a definite date, 
unless Congress specifically continues them. A few were established without the 
knowledge or consent of Congress, but later were “noticed” and recognized as 
agencies of the United States. 

—C. Hartitey Grattan in Barron’s 11/12/45 
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bfice Management 


SURVEY was recently con- 

ducted by the Office Management 
Association of Chicago to determine 
the attitudes of business executives in 
the area on the subject of cooperative 
shool-work training. Forty-seven 
firms participated. 

A school-work cooperative program 
would provide that the high school 
student devote part of his time to 
school attendance and part of his time 
to employment during his scholastic 
year. The student would attend school 
in the morning and work in the after- 
noon, or attend school weekly, bi- 
weekly, or monthly and work, alter- 
nately, weekly, bi-weekly, or monthly. 

The employer would agree to evalu- 
ate the work of the student while so 
employed and to submit the report to 
the school, for use in determining the 
subjects in which the student needed 
improvement. The employer would 
be expected to cooperate closely with 
school officials to effect a close tie-in 
between the student’s job and supple- 
mentary class work. To assure con- 
tinuous labor to the employer, alternate 
students would be provided to fill the 
gap while the student was attending 
school. This plan is in operation in a 
number of cities. 

It was found that 95 per cent of the 
tesponding companies favored foster- 
ing a cooperative part-time program 
for office occupational training at the 
high school level. Eighty-nine per 
cent agreed to hire approximately 475 
student employees for clerical work 
each year. Ninety-five per cent ex- 
pressed willingness to cooperate closely 
with school authorities in evaluating 
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Cooperative Part-Time Business Training 


the work progress of these student em- 
ployees and in recommending subjects 
in which the students needed further 
training. 

Seventy-eight per cent of the con- 
cerns favored compensating the student 
employees at the prevailing .beginners’ 
rate of pay, while 15 per cent preferred 
a special rate of pay. Sixty-four per 
cent believed that student apprentice- 
ship should start during the fourth year 
of high school, while 32 per cent pre- 
ferred students in the last half-year of 
the high school course. 

Opinion as to arrangement of work- 
ing hours was sharply divided. Forty 
per cent preferred that student em- 
ployees work four hours in the after- 
noon each day; 34 per cent preferred 
that they work each alternate week full 
time, with two students filling a par- 
ticular job; 6 per cent wanted the stu- 
dents to work bi-weekly full time and 
attend school bi-weekly, with two stu- 
dents filling the same position; and 19 
per cent preferred that the students 
work full time for one month and 
alternate with school attendance the 
following month. 

Greater unanimity was found on the 
question as to what year in the school 
course these students should be placed 
in the business office on a part-time 
basis: 79 per cent preferred fourth- 
year students, while only 12 per cent 
agreed to employ third-year students; 
5 per cent would employ second-year 
students, and 2 per cent, first-year stu- 
dents. A number of reasons were 
given for employing senior students. 
It was pointed out that students in 
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lower classes are “too immature and 
that it is not fair to place adult re- 
sponsibility on a child.” 





and to the peculiar work conditions in 
their establishments which would make 
part-time employment of students im. 
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The few firms which did not favor practical. 
the work experience program pointed 
to previous unsatisfactory experiences, 23:1. 


Severance Pay Policy 


Ej: National Office Management Association recently made a survey of sever- 
ance pay policies for office workers in 279 companies—representing, among 
others, manufacturing, financial, merchandising, and utility corporations. The 
results* are summarized below: 

Twenty-two of the responding companies are unionized; 253 are not. While 
123 companies have a regular plan for paying severance compensation, 140 do not. 
Advance notice of separation is given by 184 companies, as compared to 75 com- 
panies in which no such notice is provided. 

Many concerns compute the amount of severance pay in direct proportion to 
the employee’s length of service. For example, for less than one year’s service, 
17 companies do not pay any severance compensation; 40 companies pay one 
week’s salary; and eight companies pay two weeks’ salary. After one to five 
years’ service, nine companies pay one week’s salary; 40 companies, two weeks’ 
salary; 14 companies, three weeks’ salary; and nine companies, four weeks’ salary. 
After more than five years’ service, 16 companies pay one week’s salary; 20 
companies, two weeks’ salary; 24 companies, four weeks’ salary; and four com- 
panies, six weeks’ salary. 

Other methods of computing severance compensation are as follows: (a) 
one week’s salary for each year of service; (b) in addition to severance pay, 
employee can withdraw accumulated share of profit fund; (c) in addition to pay 
based on length of service, employees 46-49 years old receive extra 5 per cent, 
those who are 50-53.receive extra 25 per cent, and those who are 54 years or older 
receive additional 45 per cent of total separation pay. 

Separation payment is made regardless of the cause of release by 38 com- 
panies; 79 companies, on the other hand, pay severance compensation only when 
the cause is beyond the employee’s control. Advance notice of termination is 
given by 42 companies regardless of cause of release; 71 companies give advance 
notice only when cause is beyond the employee’s control. 

—NOMA Forum 11/45 


* Because all companies did not furnish information on each question, the total number of 
replies to many questions is somewhat lower than 279. 





® FIRST THREE PRIZE WINNERS at a Time-Saving Contest sponsored by 
the National Office Management Association were : (1) unit ticket shipping sys- 
tem for cutting out back-ordering, developed by Landers, Frary & Clark, New 
Britain, Conn.; (2) discovery by NBC that spirits of camphor thins out correction 
fluid used on mimeograph stencils; (3) small pushcart to replace heavy canvas mail 
bags which enabled Colgate-Palmolive-Peet Company to replace fast-disappearing 
mail boys with girls. 

—Modern Industry 7/15/44 
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Guard Those You Love—Give to Conquer Cancer 


The Management Review 


NOMA Forum, February, 1946, p. 
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Personnel 


O relatively small group of men in 

the nation may have more in- 
fuence on how soon we get away 
toward reconversion and readjustment 
than the wage negotiators. They are 
very much on the scene these days. 
And the prototype of the effective 
negotiator, patterned after his success- 
ful colleagues who are already at work, 
is beginning to emerge. Let us ex- 
amine, then, some of the qualifications 
of the skilled negotiator. 


understands the technique of collective 
bargaining conferences. The fact that. 
many managements have been giving 
conference leadership training to their 
supervisors proves that they recognize 
there is such a thing as conference 
technique. Obviously the negotiator 
must have this to a high degree. He 
needs a subtle “feel,” almost a sixth 
sense, for the situation around the con- 
ference table. 

Some union negotiators excel in this 
regard. The most experienced of them 
are completely at home in a conference 
environment. Many unions provide 
extensive training in conference lead- 
ership, and hold frequent discussion 
sessions to give their members “dum- 
my scrimmage” in conference activity. 
A conference must have a certain 
bulk—that is, a conversational skeleton 
on which to hang the meat of the 
negotiation. Failure to recognize this 
causes a union representative to begin 
bluntly : “This won’t take long. Here’s 
our proposition. Take it—or else!” 
Or, by the same token, an unaware 
management representative may say, 
“This is our standard contract. That’s 
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1. He is skillful as a negotiator and | 


The Qualified Wage Negotiator 


the whole story as far as we’re con- 
cerned.” 


The skillful negotiator knows con- 
ference technique well enough to 
create an atmosphere which cushions 
the proposals and counterproposals as 
they are dropped on the table. Other- 
wise, that moment of awful silence fol- 
lows the too-blunt statement; then 
comes the name-calling. 


Also the able negotiator knows 
when to make a statement and when 
not to make a speech, and he is careful 
never to be a bore. He understands 
that “a soft word turneth away wrath.” 
He can stiffen his position with a 
word, and relax the atmosphere with 
a light remark and a laugh. 


2. He knows the place and im- 
portance of the personnel and indus- 
trial engineering issues that are raised. 
The technical aspects of wage negotia- 
tions are developing by leaps and 
bounds as purely emotional considera- 
tions recede to their rightfully sub- 
ordinate place. There are highly 
trained professionals in job analysis as 
well as industrial engineers who spe- 
cialize in time study and incentive 
plans. 


Failure to utilize this knowledge or 
to clear up the issues raised by such 
activities, which are becoming increas- 
ingly common to all concerns, has been 
a glaring shortcoming of many nego- 
tiations. Personnel and industrial en- 
gineering backgrounds have their forte 
here, and some companies have been 
remiss in overlooking their importance. 
Many a union representative is going 
to school and studying hard to be 
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equipped with the tools for this grow- 
ing phase of negotiations. 

3. He knows the procedural aspects 
of wage negotiations, the so-called 
“legalistic” side. The negotiator who 
is adequate for his task not only knows 
the form of contracts but their mean- 
ing. ‘This ability is of growing im- 
portance as histories of interpretation 
are built.up around certain clauses. An 
apparently innocuous proposal may be 
made, but the skilled negotiator recog- 
nizes the broad implications stemming 
from it. He quickly counters it. 

If there is a growing “dark science” 
to negotiation, this is it. An experi- 
enced negotiator may make a quiet 
move, proposing an apparently simple 
little clause. He is, in fact, “feeling 
out” the opposite negotiator. That ne- 
gotiator, however, makes an _ incon- 
spicuous shifting of his defense to in- 
dicate that he knows the chain of plays 
that will spring from this first 
maneuver. 

Lawyers, by their training, have 
made this one of their great strengths 
as negotiators, combined with knowl- 
edge of the administrative law aspects 
of labor relations, the appeal possi- 
bilities, and the formal requirements of 
hearings. Unfortunately, their pen- 
chant for legalistic considerations has 
caused some of them, by becoming too 
preoccupied with procedures, almost to 
nullify this advantage which they pos- 
sess in marked degree. 

4. He knows the general economic 
“line” of the moment, and is informed 
on the broad issues of labor-manage- 
ment relations. The increasing ten- 
dency for negotiations to become occu- 
pied with discussions of abstract 
economics and so-called “basic theory” 
is decried by many observers who con- 
tend that the real issues should receive 
more consideration. “There is a pe- 
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‘to state sound views supported by good 





riod at the start of every negotiation 
when everyone has to show how ‘smary 
he is,” remarks one veteran negotiator 
philosophically. “It is just human m. 
ture, and you cannot get away from jt” 

The role which such “shadow box. 
ing” plays in negotiations—or should 
play—is a debatable point. But here 
we need recognize only that it exists 
and is likely to continue in some 
measure. 


The smart negotiator recognizes this 
and keeps himself well informed on 
basic economics and current trends, 
He can win the respect of the others 
at the table by being truly informed, 
able tactfully to parry their cliches and 


authority. 


He reads all segments of the press, 
the so-called “labor,” “management,” 
“liberal,” “leftist,” and “conservative” 
publications. His statements are care- 
fully put, are concise and clear. The 
skillful negotiator does not allow him- 
self to be led into statements that could 
be widely circulated against him and 
perhaps distorted entirely out of their 
context. He also recognizes and takes 
into account the internal union situa- 
tions which may have a bearing on the 
situation. 


5. The negotiator must have a for- 
tunate personality either by natural 
instinct or through development. “Per- 
sonalities settle 90 per cent more issues 
than facts or anything else,” is the flat 
statement of a negotiator with two 
decades’ experience. That may be an 
exaggeration, but it points up a phase 
of negotiations which few who have 
seen the pushing and tugging at a con- 
ference will dispute. 

6. He thinks beyond the conference 
room and the immediate negotiations at 
hand. In these days when wage nego- 
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fiations are in the public eye and pro- 
vide a sounding board for much airing 
of labor-management relations, the cir- 
cumspect negotiator keeps in mind the 
public relations issues at stake. ss 

Many managements are recognizing 
in their wage negotiations an opportu- 
nity for educating their employees as to 
the fairness of the management and its 
wise handling of company problems, 
and for enlightening the public about 
healthy management-labor relations. 

In selecting the negotiator and 
grooming him for that vitally important 
job, management should keep in mind 
each of the half-dozen qualifications 
discussed above. And, speaking of se- 
lection, it is of significance to note that 
more and more companies are recogniz- 
ing that the company president should 
not handle negotiations himself, no 
matter how well he can measure up to 
the qualifications discussed here. 

The chief executive is a trump card 
to be held in reserve during many skill- 


fully handled negotiations. Rather 
than lose himself in the smoke of com- 
bat, he remains in the objective posi- 
tion that his post in the company de- 
serves. Both sides continue to look up 
to him and to respect his judgment. He 
may very well open the negotiations 
with a friendly welcome, and from then 
on be held in reserve to be called in 
when a particularly definitive stand 
must be enunciated or a final position 
stated. 

Another reason for the president’s 
not conducting the negotiations himself 
is that this is a specialized field of its 
own. Probably he would hesitate be- 
fore taking over the job of the sales 
manager, the production superintend- 
ent, or the purchasing agent. It is their 
responsibility to possess special knacks 
for their jobs, and special knowledge of 
prevailing conditions. So it is with the 
wage negotiator. 

By Joun F. Sempower. Industrial 
Relations, January, 1946, p. 5:5 


Grading Sales Employees 


ADDED incentive and reward for top sales personnel and increased under- 
standing of the mutual problems of management and workers are some of 
the benefits derived from the semi-annual job review plan in operation at the 


chain shops of Zeller’s, Ltd., in Canada. 


The review is based on the observation of the trained supervisor and the 


manager in each of the company’s 27 stores. 


Weekly reports on each salesperson 


are condensed into half-yearly reports which are discussed with employees in 


personal interviews twice each year. 


Grading is based on nine factors: appearance; courtesy; customer service; 
sales ability; merchandising ability; accuracy; cooperation; resourcefulness; and 


job enthusiasm. 


In the interviews, which are conducted in a friendly, informal manner, the 
employee’s performance and tentative grading are discussed with her in a spirit 


of helpfulness. 


factor has been thoroughly discussed with the salesperson. 


The final grading is entered on the grading sheet only after each 


At the close of the 


interview, the employee, as well as the store’s officials, sign the report. 


—Rosert T. Hartt in Chain Store Age 2/46 





¢ THE TERM “collective bargaining” was first used in London in 1891 by 
Beatrice Webb and was promptly popularized in this country by Samuel Gompers, 
of the A.F.L., says a Twentieth Century Fund survey. 
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Sampling Workers’ Opinions 


‘ARSIGHTED management is be- 
ginning to sense that skillfully 
planned, ably administered employee 
opinion surveys are basic to the solu- 
tion of human relations problems. The 
experience of a few progressive em- 
ployers already has demonstrated that 
employee attitude research shrinks the 
area for possible misunderstanding. 

One of the most thorough approaches 
to the problem of two-way communica- 
tion has been that of a multiple-opera- 
tion firm in a basic industry. This 
company has been polling employee 
opinions on a regular cycle for a 
number of years. Its management has 
studied the returns carefully and con- 
scientiously, with the result that 
changes have been made, many griev- 
ances have been corrected, and new 
programs have been installed. In 
plants where the local management has 
sincerely tried to learn from the find- 
ings, employees feel a growing kinship 
with management, and management, in 
turn, has a fuller appreciation and re- 
gard for employees. 

Chief stumbling block to establishing 
the employee attitude research was a 
familiar one: operating management 
insisted that it already knew what em- 
ployees thought. While smugly agree- 
ing to a few test runs, plant operators 
were outspoken in expressing the belief 
nothing of value would be uncovered. 
Once the returns were in, however, all 
but one or two of the key managers 
admitted that there had been much to 
learn and profit by. 

The objective of the initial survey 
was twofold. It was designed (1) to 
furnish management with an accurate 
appraisal of morale, a yardstick of the 
strengths and weaknesses of its em- 
ployee relations program; (2) to give 
the employee an opportunity to un- 
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burden himself, to offer him tangible 
evidence that his opinion of policies 
and conditions was of value. 

The chief hurdle, of course, was tp 
overcome the suspicions of employees 
with respect to the motives and impli. 
cations of the poll. Questions were 
drawn up, with special stress on ob. 
taining frank and complete answers. 
Bulletin board announcements were 
prepared to enlist employee support, 
Again and again it was emphasized that 
the identity of the worker questioned 
would remain secret. 

None of the questions was in any 
way leading or “loaded.” None, fur- 
thermore, gave the impression that 
management was conducting espionage 
activities. Had the queries not been so 
well thought out, the answers would 
have had to be largely discounted. It 
is an industrial relations axiom that 
workers who sense management is 
listening will say what they believe 
management would like to hear. 

The employee attitude researcher's 
experiences in the company’s first plant 
strengthened future interviewing. De- 
spite bulletin board announcements 
asking employees to conceal their iden- 
tification badges while talking and to 
speak freely, workers were nervous and 
skeptical. The researcher assured them 
of full protection. No names were 
taken, nor were department numbers 
noted. Employees could see that their 
exact comments were being recorded. 
Aided by the interviewer’s informality, 
resistance slowly thawed, and workers 
grew more voluble in their replies. 

It was essential that a fair sampling 
of opinion be obtained throughout each 
plant and on all shifts, so that no shift 


or department might feel slighted. 


Generally, 20 per cent of the employees 
are questioned. They are representa- 
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ive in age, in length of service, in type 
of occupation, and by shift. Question- 
ing has been more productive when 
they are interviewed on their jobs 
rather than in the cafeteria, personnel 
department, or supervisor’s office. 

Usually it is easier to discover a 

‘evance than to correct it, no matter 
how well-founded the complaint. Em- 
ployee suspicion vanishes, however, 
only when quick remedies are applied 
as a result of a survey. 

Recognizing the need for a closer 
relationship with its foremen, the com- 
pany, late in 1943, probed its super- 
visory force and woke up with a start 
to some of its own shortcomings. Sev- 
eral hundred foremen, located in all 
parts of the country, were interviewed. 
The questions, typical of those being 
debated by management everywhere, 
covered these principal points: 

1. Is the company foreman, in his own 

mind, a part of management? 

2. Does he feel he would benefit by be- 

longing to a union? 

3. What type of training does he feel 

would be of particular benefit to him? 

4. Is he satisfied with his chances for 

advancement ? 

5. What is his reaction to the way the 

company is run? 

The replies were illuminating. Not 
only did the company obtain a new 
insight into this first line of managerial 
supervision, but it was able to check 
on how well informed foremen were on 
company policies and operations, to 
chart new areas where its training and 
information could be intensified, and 
to gauge more accurately the kinds of 
topics most adaptable to foreman train- 
ing classes. 

It was, perhaps, a foregone conclu- 
sion that the first surveys made by the 


company would lead to a regular pro- 
gram of employee attitude research. 
Seven major benefits have accrued thus 
far from the continuing employee atti- 
tude studies: 

1. They have provided measure- 
ments of the trends of employee thought 
and knowledge about the company. 
Thus they indicate the strengths and 
weaknesses in the company’s program 
of closer relationship. 

2. They have increased the pride 
and confidence of the employee in his 
company. These qualities have been 
greatly augmented by quick action on 
the company’s part in remedying un- 
satisfactory conditions. 

3. They have stimulated employee 
suggestions for more improvement. 

4. They have strengthened training 
programs. Frequently a program has 
certain aspects which, in theory, sound 
fine but in practice are wide of the tar- 
get. More realistic training is now 
possible. 

5. They have put supervision on its 
toes. Supervisors have taken new ac- 
count of human relations and are get- 
ting to know their people better. 

6. They have assisted management 
and union to know one another better 
and to appreciate the fact that the other 
group is just as desirous of building a 
sounder industrial commonwealth. 

7. They have produced better work- 
ing conditions. Not only do these spell 
greater efficiency, but by removing a 
major cause of discontent they lessen 
the possibility of strikes and costly 
slowdowns. 

By JAMEs W. Irwin. Dun’s Review, 
November, 1945, p. 32:4. 





¢ WEIGHT OF SNOWFLAKES sets off an electrical contact which: starts the 
under-sidewalk snow-melting system at Sacro Manufacturing Corporation, Betlile- 


hem, Penna. 


April, 1946 


—Modern Industry 2/15/46 
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Responsibility of Organized Labor for Employment 


O what degree has collective bar- 
gaining. affected wages and em- 

ployment? While its influence is only 
one of many which determine .the struc- 
ture and behavior of wages, it is, never- 
theless, illuminating to consider some 
of its effects upon the level of employ- 
ment, the geographical distribution of 
jobs, and the rate of investment. 

Collective bargaining and “wage- 
distortion unemployment.” Though 
collective bargaining does not obliterate 
the influences which have been making 
the pattern of wages in free markets, it 
does introduce a powerful new influ- 
ence—namely, the relative “bargaining 
power” of unions and employers. The 
varying success of unions in bargain- 
ing for wage increases may be expected 
to create “wage-distortion unemploy- 
ment” in some industries, occupations, 
and places. Where the price of labor 
and the working conditions negotiated 
by a union are particularly favorable to 
labor, substantially more men than are 
needed will attach themselves to the in- 
dustry, the occupation, or the place. 
The excessive number of men will re- 
main indefinitely because they will pre- 
fer intermittent work at high wages and 
under attractive conditions to steadier 
jobs under less attractive wages and 
conditions. Hence, wage-distortion un- 
employment is a normal result of differ- 
ences in the relative bargaining power 
of unions and employers. It is easy 
to find examples of wage-distortion un- 
employment. In a world in which col- 
lective bargaining is limited to less than 
half the workforce, nearly every trade 
union attracts a surplus of labor to the 
industry, occupation, or place. 

The geographical distribution of jobs. 
Does collective bargaining help or 
hinder the adjustment of the geograph- 
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ical distribution of population to jobs 
and of jobs to population? Since gg. 
lective bargaining is mainly concep. 
trated in the cities, it tends to increase 
the differences in compensation between 
the city and farm employments, This 
encourages capital to move to non 
urban regions where it is badly needed, 
It tends, however, to increase wage-dis- 
tortion unemployment in the cities be. 
cause (a) it increases the excessive 
labor supply which will remain attached 
to urban industries, and (b) it retards 
the expansion of urban industries and 
of urban employment needed to absorb 
the influx of job seekers from the 
country. 

Union membership and _ collective 
bargaining are also concentrated in the 
North and Far West, where wages 
have always been high relative to the 
South. It is a reasonable presumption 
that collective bargaining has tended 
to increase wage differentials between 
northern and southern plants. As labor 
is abundant relative to capital in the 
South and capital is abundant relative 
to labor in the North, a differential be- 
tween North and South wages is needed 
to improve the geographical distribu- 
tion of both labor and capital. Insofar 
as unions have accentuated this dif- 
ferential, they have tended to accelerate 
the movement of capital into the South 
and of labor into the North. Unions, 
of course, have not intended to pro- 
duce this result. On the contrary, as 
fast as unions establish themselves in 
the South, they endeavor to reduce the 
differential. The miners’ union, the 
steel workers, and, to a less extent, the 
textile workers have made considerable 
progress in organizing the South in 
recent years. From now on the effect 
of unions upon the differential between 
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the North and South will probably be 


the opposite of what it has been. 
Whether one regards the influence of 
anions upon the distribution of labor 
between the North and the South as 
desirable or undesirable will depend 
upon whether one desires a faster or 
slower movement of labor and capital 
than would be induced by the differen- 
tials created in free markets. 

The effect of collective bargaining 
upon the rewards of innovation. A 
certain amount of imperfection in mar- 
kets seems to be needed in order to 
provide a reward for innovation, ex- 
perimentation, and discovery. The 
amount of monopoly (or imperfection ) 
needed depends upon the propensity to 
save. The larger the disposition to 
save, the more protection is needed for 
innovators. The patent system reflects 
the view that the ordinary frictions and 
imperfections in markets do not give 
innovators sufficient protection against 
imitators. 

Collective bargaining must be ex- 
pected to reduce somewhat the rewards 
of innovation and discovery because it 
provides another way in which inno- 
vators may lose the gains from their 
discoveries. In the ordinary course of 
events, competition forces innovators 
to pass on their savings to consumers. 
Unions, through collective bargaining, 
may appropriate part of these gains 
before they are passed on. The spread 
of collective bargaining may increase 
the importance of revising the patent 
system so as to give more adequate 
protection to innovators. 

The effect of collective bargaining 
upon the costs of expansion. No com- 
prehensive surveys have been made to 
determine how collective bargaining 
has influenced wages in new industries. 
As.a general rule, trade unions are 
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slow in developing in such industries. 
Consequently, the direct effects of col- 
lective bargaining thus far upon the ex- 
pansion of new industries have probably 
been small. 

The effect of collective bargaining 
upon the response of the supply price of 
labor to shifts in the demand for labor. 
Collective bargaining may affect em- 
ployment opportunities by making the 
supply price of labor more responsive 
to shifts in the demand for labor. 
Under free markets the reservation 
prices of labor are assumed to be inde- 
pendent of the demand for labor. This 
assumption seems to be essentially ac- 
curate. With widespread collective 
bargaining, however, labor is likely to 
decide when the demand for labor rises 
that the time has come to press for 
wage increases. Consequently, an econ- 
omy in which labor is extensively or- 
ganized may be one in which increases 
in demand produce price effects to a 
greater extent and employment effects 
to a less extent than an economy of 
free markets. 

The role of unions in increasing em- 
ployment. What can unions themselves 
do toward raising the level of employ- 
ment? Though they are not big enough 
to avoid in their own interest policies 
which may injure the general level of 
employment, unions are big enough 
effectively to pursue many policies 
which will assist the employment of 
their members. Occasionally they have 
been successful in incorporating in their 
wage scales incentives for employers to 
stabilize employment—particularly to 
reduce seasonal unemployment. Fur- 
ther, one of the best opportunities for 
unions to increase the employment 
of their members exists in the building 
trades, where the unions could play a 
leading role in increasing the demand 
for housing. This demand depends 
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in part upon prospective taxes on real 
estate and upon the existence of well- 
conceived city plans. Expectations of 
reductions in local taxes are of first im- 
portance in determining the availability 
of, mortgage money. This is especially 
true in old communities where the tax 
rates have climbed to high levels. City 
plans are necessary to assure investors 
of definite developments in transporta- 
tion, schools, parks, and public utilities. 
Up to the moment the unions in the 
building trades have done very little to 
increase the demand for housing. In- 
deed, in many communities the local 
leaders of building trades unions are 
accustomed to cooperating with stupid 
and corrupt municipal machines which 
derive considerable support from cor- 
rupt and unimaginative contractors. 
The national unions in the building 
trades have it within their power to 
bring about a revolution in local policy. 

If a union pursues policies which 
limit total employment and which limit 
payrolls, the over-all organizations of 
labot (the American Federation of 
Labor and the Congress of Industrial 
Organizations) can afford to oppose 
such policies. If the building trades 
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unions, for example, were to diminish 
employment by reducing one of the 
most important outlets for savings, the 
over-all organizations of labor would 
be appropriate bodies to protect the 
interests of the rest of labor against the 
policies of the building trades unions, 

There will always be important prob- 
lems with respect to which the labor 
movement and business have common 
interests. The scope of the common in- 
terests of labor and business and the 
ways of implementing them can best 
be determined by discussions between 
representatives of the two groups, 
Political processes, valuable as they are, 
tend to exaggerate areas of conflict and 
also the importance of conflicts. Fur- 
thermore, political processes increase 
the difficulties of broadening areas of 
agreement. Consequently, both the 
labor movement and business would 
serve themselves and also the com- 
munity by establishing permanent ar- 


rangements for regularly exploring 
their mutual interests. 
From an address by SuMNER 


SLICHTER before the American Eco- 
nomic Association. American Economic 
Review, May, 1945, p. 193 :15. 


Announced by Radcliffe 


° I ‘HE Director of Radcliffe College’s Management Training Program has an- 
nounced that a limited number of fellowships of $500 and $300 each will ve 
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awarded to exceptionally well-qualified women candidates who would otherwise 
be unable to bear the cost of the training. The Management Training Program 
is a graduate course which provides basic training for administration, including 
the administration of personnel departments. 

The standard application form for admission should be used by fellowship 
candidates. In addition, a candidate for fellowship should present a full state- 
ment of her financial resources and responsibilities. A candidate who graduated 
within the previous 12 months is also required to submit a letter from the dean, 
or other responsible officer, of her college, endorsing her statement of financial 
need. An applicant who graduated more than 12 months previously should, if 
possible, present a similar letter from some responsible person acquainted with 
her circumstances. 

Applications for a fellowship must reach the Director of the Management 
Training Program, Radcliffe College, Cambridge, Mass., before May 1. It is 
unlikely that any fellowships will be available after that date. Announcement of 
awards will be made about two weeks later. 
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Iraduction Management 


Organizing a Tool Room System 


UNDAMENTALLY, the _ tool 
en is a service department which 
s so strategically located that any inef- 
ficiency in its operations may have se- 
rious and costly consequences from 
the standpoint of lost production time 
and wastage of valuable materials. For 
this reason, it is of significance to pro- 
duction experts to consider the tool 
room and tool crib system which was 
worked out by R. G. LeTourneau Com- 
pany, whose main product is a line of 
heavy earth-moving equipment. This 
equipment is fabricated on a mass-pro- 
duction basis by arc welding, and ex- 
tensive machine operations are required 
for the moving parts in the Power 
Control Units, tractors, and other func- 
tional equipment. 

Five separate tool cribs, under the 
supervision of one superintendent, are 
required because the operation of the 
Peoria plant is divided between five 
different factory buildings, each of 
which is equipped with a machine shop. 
Approximately 60,000 tons of steel 
were required to produce the com- 
pany’s products in 1944, and the cost 
of tools and tool steel alone for this 
operation amounted to about $200,000. 
All these tools went through the tool 
room system, together with a large 
variety of supplies, micrometers, and 
special tools needed for machining and 
allied processes. 

Probably the most important func- 
tion of a tool crib is to make the cor- 
rect tool readily available on short 
notice for speedy delivery to the worker 
who requires it. This is especially im- 
portant because tool crib service must 
usually be given to a large number of 
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people early in the shift, and if tools are 
not readily available and the system is 
not quickly operable, a very expensive 
loss of operators’ time and undesirable 
lowering of operator morale will result. 

Tool crib employees are carefully 
selected to be service-minded and are 
specially trained for quick and accurate 
performance. Their hours are planned 
so that they are on the job and ready 
to serve at the shift changes or at other 
times when tool room service is the 
heaviest. Thus they are not distracted 
by the urge to finish their day’s work 
and leave with the rest of the shop 
personnel. 

Careful consideration is given to the 
layout of the tool crib to provide quick 
and ready service. It should be planned 
for orderly storage and so laid out that 
many of the tools which are used the 
most frequently, and therefore form 
the bulk of the materials passing 
through the crib, are within arm’s 
reach of the window attendant. 

Arrangement of the various items is 
so planned as to protect tools from dis- 
orderly storage and resulting damage, 
and to avoid loss of time on the part 
of the tool crib window clerk. An ef- 
fort is made to store the parts most 
frequently requested at a convenient 
height for the tool crib attendant to 
see and handle quickly without undue 
exertion. Heavy items are stored so 
that they may. be lifted properly and 
carried with the least obstruction to 
the delivery window. 

One of the most important instru- 
ments of organization in the LeTour- 
neau tool cribs is a system whereby 
each tool is assigned a number which 
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establishes its identity. It provides an 
orderly and useful means of keeping 
track of that tool in almost every phase 
of its handling. For example, the num- 
ber identifies the engineer’s print, giv- 
ing size, shape, material, and grinding 
data; it identifies the tool when it is 
taken in or out of the grinding room 
or when it is sent to the reclamation 
department. And, of course, when a 
worker requests a specific tool at the 
window, he identifies it by number. 

Such tools as drills, reamers, high- 
speed steel cutting tools, broaches or 
milling cutters, which are used in the 
regular daily production operations of 
any of the several departments served 
by a given tool crib, are originally 
charged out to that department as de- 
partmental operating supplies. This as- 
sumes that there is always a complete 
set of tools for each machine in the 
department and that it was charged to 
that department when the tools were 
taken, new, from.the tool crib. 

When an ordinary operating tool is 
required from the tool crib, the old tool 
is brought in exchange. If the old one 
is completely unsalvageable, a new tool 
is issued, and the operator who takes 
the new tool from the crib must sign 
a tool crib window ticket. This ticket 
then goes to the superintendent of tool 
cribs, who orders another new tool to 
replace the old one. 

These tickets then go to the cost ac- 
counting department, where they are 
charged to the appropriate department. 
All tools which leave the central stores 
department are charged by the cost ac- 
counting department to the factory op- 
erating supplies account. As soon as 
a tool leaves the tool crib, it is charged 
out of the ‘factory operating supplies 
account directly to the department 
which uses it. 


If a reground tool is exchanged for 
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the used tool brought by the Operator 
to the window, no charge is made and 
no ticket is made out so long as a reg- 
ular operating supply or regular pro- 
duction tool is involved inthe exchange, 
When a special tool or measuring 
instrument, such as a micrometer which 
is not required by the operator for his 
ordinary work, must be used, the Oper- 
ator calls at the tool crib for the tool, 
and gives in exchange for it one of 
his regular tool checks, thereby estab- 
lishing the fact that he has it and is 
responsible for its safe return. 


The tool grinding rooms are located 
immediately adjoining the tool cribs 
and are under the supervision of the 
general machine shop superintendent, 
The tool grinding room’s principal op- 
erations are the grinding of new or 
used tools. Grinding wheels required 
for the tool grinding operations are 
checked out of the tool crib just as are 
other tools for operating departments. 
In connection with layout planning, in- 
cidentally, it is wise to have the tool 
crib window into the tool crib grinding 
room as close as possible to the tool 
crib issuing window leading to the shop 
because the bulk of the drills, turning 
tools, and other tools which come in 
for regrinding should pass into the tool 
grinding room quickly and with the 
least possible handling. 

Used tools which are returned to the 
tool crib for exchange are passed im- 
mediately to the tool grinding room, 
where they are carefully measured and 
studied against the print to determine 
whether they are suitable for regrind- 
ing or whether they should be junked. 

If it is possible to regrind a used tool 
and return it to the tool crib for reis- 
sue, this is done, of course. Tools 
which cannot be reground into the 
same pattern are studied at the tool 
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ig Radio-Wave Heat 
pera frequency heat, which was just getting its start as an industrial tool 
ted before the war, is beginning to do dozens of new factory jobs. 
ibs At Fall River, Mass., the Firestone Tire & Rubber Co. cures large hard 
rubber wheels in 18 minutes by inducing heat inside them. This process for- 
the merly required five hours, when heat was applied to the surface by steam and 
nt, penetrated to the inside by conduction through the heat-resistant rubber. 
a Brewers are studying radio heat for arresting the fermentation process in 
oP bottled beer which, when permitted to continue beyond a certain point, either 
or bursts the bottle or turns the beer to malt vinegar. Now bottled beer is pasteur- 
-ed ized by spraying hot water over the filled bottles. That’s slow and costly, be- 
cause the glass is reluctant to convey the heat into the liquid. Radio heat, on 
ire the other hand, starts inside the bottle itself, bypassing the glass 
ure Some day it may be possible to insert a coin in a vending machine, press a 
ts button, and get a hot grilled cheese sandwich, cooked by radio waves. Hundreds 
mER of other applications are under development. 
In- High-frequency heating makes use of radio waves similar to those employed 
01 in short-wave broadcasting or radar. In themselves, these waves are not hot, 
but when beamed into a product they disturb the molecular structure, and the 
ng resultant resistance produces heat. 
01 This relatively new process differs from the oven or furnace method now 
5 used by industry generally in that it raises the temperature uniformly. The 
P center of a product gets just as much heat as the outside. In the furnace or 
ng oven method, the heat hits the outside first, then is gradually conducted through 
in the rest of the material. 
—The Wall Street Journal 1/14/46 
0 
he 
he Radiant Heating Clears Icy Driveways 
n- 
n tag problem of clearing truck driveways of snow and ice has been solved 
: by the Hewitt Rubber Corporation, Buffalo. This company’s driveway, 80 
id feet long by eight feet wide, originally had a black top, but the use of such 
1e common melting agents as rock salt and calcium chloride tended to cause dis- 
{ integration of the top when subjected to heavy truck traffic. ; 3 
4 The driveway was dug to a depth of six inches, and wrought iron piping, 
d. welded to a continuous coil, was laid in sand-filled trenches, graded to provide 
1 a constant drain. The coil was connected to a low-pressure exhaust steam line, 
0 and simply trapped at thé end in an already-present areaway drain. The drive- 
S- way was then topped with a concrete slab. 
With the heat on continuously, it is impossible for slush to form. Snow melts 
? on coming in contact with the warm surface. The value of this installation is 
1e evidenced by the fact that the driveway is now clear and dry about half an hour 
oI after the last snowflake hits the ground. 
—Ernest A. Dencu in Business Management 10/45 
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Selecting Retail Branch Locations 


ITH continued expansion in the 

retail field, location selection tech- 
niques have become a subject of pri- 
mary interest. Because some com- 
panies have accumulated reserves of 
capital for quick expansion, competi- 
tion for locations is keener than ever. 
To aid operators in improving their 
site-selection methods and in measur- 
ing relative values of different types of 
locations, Chain Store Age surveyed 
more than 100 retailers. Highlights of 
the survey findings include: 

1. Opportunism should be com- 
bined with long-range planning to cap- 
italize on both present and future sell- 
ing possibilities. Most retailers are 
agreed that red tape should be un- 
wound to a point where obviously 
good locations can be snapped up as 
they become available. Some operators 
point sadly to sites they missed be- 
cause of undue delays in real estate re- 
search. 

2. Intimate knowledge of the par- 
ticular community in which a store is 
to be located is essential in measuring 
the true value of a given location. 
With this thought in mind, some very 
large companies (United Drug, for 
example) are giving more authority to 
regional offices in the matter of loca- 
tion-finding. Others are working 
more and more closely with real estate 
brokers and fact-finding agencies in in- 
dividual communities. 

3. While traffic counts are usually 
valuable, they are not infallible. Care- 
ful analysis of traffic figures is essen- 
tial, according to many operators. 
They point out, for example, that a 
heavy volume of automobile traffic is of 
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little value if it is moving rapidly or if 
perking space is inadequate. Some 
companies believe that any traffic count 
should also be supplemented by other 
background data on population, bank 
clearings, etc. 

4. In the larger cities, adequate 
parking space is becoming indispensa- 
ble to the success of most types of units 
that depend on planned buying. Mis- 
cellaneous smail items that are bought 
on impulse can often be sold in suffi- 
cient volume to passing pedestrians, 
Items such as food and clothing, how- 
ever, must be sold primarily to people 
who are attracted by the nearness or 
accessibility of the shop. 

5. There is a definite difference in 
the suitability of certain locations for 
various types of businesses. What 
would be an excellent dress shop loca- 
tion, for example, might be a poor spot 
for a drug store. 

6. In many lines of business, opera- 
tors feel corner locations are not worth 
the premiums that are usually paid for 
them. One very large drug chain, for 
example, now refuses to pay premiums 
for corners, particularly in congested 
areas. This retailer believes that 
window displays are less valuable 
where pedestrian traffic is congested— 
because people cannot see the displays 
—and that therefore double frontage 
has little point. 

7. Tomorrow’s locations must be 
planned in the light of a definite trend 
toward decentralization of business. 
As the principal reason for this belief, 
operators point to the desire of urban- 
ites for rural homes. They observe 
that intra-city freeways now under 
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construction or in the stage of immedi- 
ate planning will rapidly funnel most 
automobile traffic away from congested 
office districts after business hours and 
that, therefore, more and more buying 
of food and other basic home needs will 
be done in neighborhood districts. 


8. There will be a great deal of 
pioneering of relatively unsettled areas 
by major chains in basic lines, the 
theary being that a combination of 
good facilities and convenient location 
is inevitably a strong business builder. 


9, Facilities are sometimes more 
important than location itself. Many 
merchants point to locations, originally 
considered 60 to 80 per cent effective, 
that, with proper facilities, were de- 
veloped rapidly into 100 per cent loca- 
tions. Some retailers beiieve that 
where it is necessary to choose between 
inadequate space in a 100 per cent loca- 
tion and adequate space in, say an 80 
per cent location, the latter is the best 
choice. 


10. Expediency should be the main 
factor in deciding whether to buy or 
lease a given location. A number of 
companies that formerly had rigid 
policies in one direction or the other 
are now making exceptions to those 
policies to meet the current needs of 
location selection. 


According to leading retailers, cer- 
tain preparatory work should precede 
the selection of a location. The follow- 
ing steps have been found desirable: 


First, gather general background on 
the community in which you are in- 
terested. Check population, bank clear- 
ings, and extent of supporting industry 
that creates payrolls. Learn the poten- 
tial in your particular line. 

Second, check the extent of existing 
competition in this community. De- 
termine what percentage of the poten- 
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tial has been developed. From analysis 
of the locations, facilities, merchandise, 
and personnel of your competitors-to- 
be, decide whether the community ‘is 
served adequately. 

Third, on the basis of information 
gathered to this point, decide whether 
your investment would be placed well 
here. There are two schools of thought 
on the matter of competition in relation 
to locations. Some believe that where 
a community is served well by estab- 
lished competitors, they are better off 
to seek new fields for cultivation. 
Others believe in going in wherever 
the business exists, regardless of the 
extent of established competition. Most 
companies are agreed on one point: 
Where heavy competition is estab- 
lished, the cost of getting this business 
should be analyzed carefully before a 
location is selected. 

Fourth, if a given community is 
found sufficiently desirable to justify 
the choice of a location despité the ex- 
istence of heavy competition, analyze 
the business to determine whether loca- 
tion or facility will be more important. 
If established competitors have stores 
of adequate size that are well equipped, 
well stocked, and well merchandised, 
then a heavy-traffic location may be 
essential. On the other hand, if use of 
something less than a 100 per cent loca- 
tion would permit you to offer the con- 
sumer extra advantages in the way of 
better facilities or more convenient 
parking, such a location might be pref- 
erable. 

Fifth, before making a final decision 
to go into direct geographical competi- 
tion with established business houses, 
make a check of the sources of the buy- 
ing power you wish to cultivate. In 
some instances it is possible to tap that 
buying power at locations far removed 
from the present spending areas. Care- 
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newspaper advertisements and state 
your needs to the display advertis} 








as opposed to actual buying conveni- men on local newspapers. ’ N 3 
ence, is essential. To find a location in a new district: 2 
Adequate preparatory research will (1) interview the chamber of com. public 
determine whether you should locate in merce and the city planning board to Los / 
an established center of business ac- learn the trends of business develop- all 
tivity or pioneer a location. ment, projected street improvements, sever 
To find a location in an established other facts; (2) check leading builders — 
district: (1) make a physical search of home and business property to de- aa 
for vacant buildings; (2) check re- termine their plans; (3) get basic data se 
corded leases to learn expiration dates; from utilities; (4) interview non-com- wa 
(3) consult real estate brokers operat- petitive chains to develop cooperation W 
ing in the district; (4) interview on creating shopping centers; (5) con- age 
property owners; (5) visit banks and sult real estate brokers; (6) interview | “5° 
mortgage companies; (6) interview property owners. 1. 
managers and executives of non- By Lucius S. Fiint. Chain Store D 
competitive shops; (7) use classified Age, March, 1946, p. 10:8. 
3. 
Operations of Consumers’ Cooperatives in 1944 T 
| PRge hy ewrtnsone expansion in both membership and business was exhibited by terri 
the consumers’ cooperative movement in 1944, The distributive and service with 
business of the local associations reached an all-time high of $568,000,000, and : 
the regional and district wholesale associations supplying them had an aggregate see 
business of over $155,000,000. Service federations reported a total business of proc 
over $7,500, PR 
Nei earnings reported in 1944 for the whole group of central service, dis- inte 
tributive, and productive federations exceeded $8,250,000, of which nearly $8,000,000 All 
was declared in patronage refunds to the member associations. The individual recc 
members of affiliated local cooperatives received the benefit of these refunds, along f 
with those made by the local associations on their retail business. Though a ort 
certain proportion of the local associations either sustained a loss or for other the 
reasons paid no patronage refunds, the reporting store associations which did let 
declare such refunds paid an average rate of 4.1 per cent, the petroleum associa- P 
tions paid 7.7 per cent, and the local service associations paid 2.4 per cent. These T 
. percentages are computed on volume of business done, not on investment. of: 
Large proportions of both retail and wholesale earnings are traceable not | 
to the distributive operations but to the productive plants operated by the central sen 
federations. Cooperative production has been increasing very rapidly in the past ter: 
few years. In 1944 the value of goods produced in the cooperative plants re- es 
porting amounted to more than $65,000, ver twice the value produced in the tice 
preceding year. It is these productive enterprises that have proved to be the sen 
real money-savers for cooperators. ma 
—From Operation of Consumers’ Cooperatives in 1944 
(Bulletin No. 843, United States Bureau of Labor Statistics) she 
let 
re 
hit 
© A SURVEY made by the U. S. Department of Agriculture shows that one farmer ar 
in four is planning to buy a tractor or other piece of farm machinery—200,000 mi 
tractors a year for several years ahead. One farmer in five wants a car or a truck, 
which will mean a total outlay of at least a billion dollars. Many want rural elec- 
trification and electrical equipment. re 
—Management Information 11/26/45 
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Converting Advertising Inquiries into Sales 


response to advertising running 
i. 96 business, trade, and technical 
publications, Turco Products, Inc., a 
Los Angeles manufacturer and distrib- 
utor of chemical compounds, receives 
several hundred inquiries weekly. 
These emanate from practically every 
industry—dairies, air lines, restaurants, 
metal plants, manufacturing plants, 
bottling plants, and dozens of others. 
When the inquiries arrive in the 
morning, they are sorted into several 
classifications : 
1. Those from libraries, students, etc., 
that require no follow-up. 


2. Those presenting a special problem 
that require a personal letter from 
the technical department. 


3. Requests for further information, lit- 

erature, or a salesman’s call. 

These are recorded by publication, 
territory, and advertisement. Thus, 
with the flip of a page, it is possible to 
see what publications are pulling, what 
products or operations are creating 
interest, and what areas are responding. 
All inquiries that merit follow-ups are 
recorded on a salesman’s inquiry record 
form, This record is “kept alive” until 
the salesman reports that he has com- 
pleted the call. 


Unless the inquiry requests solution 
of a specific problem, a form letter is 
sent out with the literature. Form let- 
ters have been written to cover prac- 
tically every exigency. Rather than 
send out samples without a field service 
man to demonstrate how the product 
should be used, Turco writes a form 
letter to advise the prospect that a rep- 
resentative in his locality will call on 
him. Letters from foreign countries 
are routed through the export depart- 
ment for specialized handling. 


On routine inquiries, the prospect 
receives an introductory business card 


April, 1946 


of the Turco district manager in ‘his 
locality and also a map showing the 
location of the company’s warehouses 
and district offices and their telephone 
numbers. Making it easy for the pros- 
pect to telephone for further informa- 
tion, without so much as consulting a 
directory, has paid off handsomely in 
increased telephone orders. 

One of the chief problems connected 
with the use of an inquiry follow-up 
system is the overwhelming load of 
detail inherent in recording and typing 
all necessary information and contact- 
ing each individual concerned. In this 
case, it was considered desirable to send 
copies to the prospect, the district 
office, the salesman, and the general 
sales manager, and to retain one for” 
advertising files. A simple four-carbon, 
interleaved snap-out form solved the 
problem. The form letter with an extra 
carbon is put on top of the deck and, 
with the insertion of the prospect’s 
name and address and a couple of other 
lines, all the necessary information is 
recorded and a copy, each in a different 
color, is available for everybody in- 
volved. 

The district manager receives three 
records—his file copy (which he uses 
to keep track of inquiry results in his 
territory), the salesman’s copy, and a 
“Report of Prospect Call” sheet. 

The salesman’s copy informs him of 
the name, address, and title of the pros- 
pect, identifies the literature sent him 
and the name of the publication from 
which the inquiry stemmed. During 
a recent recap of results from inquiries, 
it developed that the salesmen who 
turned in more than their share of busi- 
ness from advertising leads seldom sold 
the item on which the reader had re- 
quested information. Prospective buy- 
ers usually ended up ordering products 
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ence, is essential. To find a location in a new district: 
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tributive, and productive federations exceeded $8,250,000, of which nearly $8,000,000 All 
was declared in patronage refunds to the member associations. The individual recc 
members of affiliated local cooperatives received the benefit of these refunds, along f 
with those made by the local associations on their retail business. Though a ort 
certain proportion of the local associations either sustained a loss or for other the 
reasons paid no patronage refunds, the reporting store associations which did let 
declare such refunds paid an average rate of 4.1 per cent, the petroleum associa- P 
tions paid 7.7 per cent, and the local service associations paid 2.4 per cent. These T 
percentages are computed on volume of business done, not on investment. a 
Large proportions of both retail and wholesale earnings are traceable not ‘ 
to the distributive operations but to the productive plants operated by the central sen 
federations. Cooperative production has been increasing very rapidly in the past ters 
few years. In 1944 the value of goods produced in the cooperative plants re- : 
porting amounted to more than $65,000,000—over twice the value produced in the tice 
preceding year. It is these productive enterprises that have proved to be the sen 
real money-savers for cooperators. ma 
—From Operation of Consumers’ Cooperatives in 1944 
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Converting Advertising Inquiries into Sales 


response to advertising running 
oy 96 business, trade, and technical 
publications, Turco Products, Inc., a 
Los Angeles manufacturer and distrib- 
utor of chemical compounds, receives 
several hundred inquiries weekly. 
These emanate from practically every 
industry—dairies, air lines, restaurants, 
metal plants, manufacturing plants, 
bottling plants, and dozens of others. 
When the inquiries arrive in the 
morning, they are sorted into several 
classifications : 
1. Those from libraries, students, etc., 
that require no follow-up. 


2. Those presenting a special problem 
that require a personal letter from 
the technical department. 


3. Requests for further information, lit- 

erature, or a salesman’s call. 

These are recorded by publication, 
territory, and advertisement. Thus, 
with the flip of a page, it is possible to 
see what publications are pulling, what 
products or operations are creating 
interest, and what areas are responding. 
All inquiries that merit follow-ups are 
recorded on a salesman’s inquiry record 
form, This record is “kept alive” until 
the salesman reports that he has com- 
pleted the call. 


Unless the inquiry requests solution 
of a specific problem, a form letter is 
sent out with the literature. Form let- 
ters have been written to cover prac- 
tically every exigency. Rather than 
send out samples without a field service 
man to demonstrate how the product 
should be used, Turco writes a form 
letter to advise the prospect that a rep- 
resentative in his locality will call on 
him. Letters from foreign countries 
are routed through the export depart- 
ment for specialized handling. 


On routine inquiries, the prospect 
receives an introductory business card 


April, 1946 


of the Turco district manager in ‘his 
locality and also a map showing the 
location of the company’s warehouses 
and district offices and their telephone 
numbers. Making it easy for the pros- 
pect to telephone for further informa- 
tion, without so much as consulting a 
directory, has paid off handsomely in 
increased telephone orders. 

One of the chief problems connected 
with the use of an inquiry follow-up 
system is the overwhelming load of 
detail inherent in recording and typing 
all necessary information and contact- 
ing each individual concerned. In this 
case, it was considered desirable to send 
copies to the prospect, the district 
office, the salesman, and the general 
sales manager, and to retain one for ~ 
advertising files. A simple four-carbon, 
interleaved snap-out form solved the 
problem. The form letter with an extra 
carbon is put on top of the deck and, 
with the insertion of the prospect’s 
name and address and a couple of other 
lines, all the necessary information is 
recorded and a copy, each in a different 
color, is available for everybody in- 
volved. 

The district manager receives three 
records—his file copy (which he uses 
to keep track of inquiry results in his. 
territory), the salesman’s copy, and a 
“Report of Prospect Call” sheet. 

The salesman’s copy informs him of 
the name, address, and title of the pros- 
pect, identifies the literature sent him 
and the name of the publication from 
which the inquiry stemmed. During 
a recent recap of results from inquiries, 
it developed that the salesmen who 
turned in more than their share of busi- 
ness from advertising leads seldom sold 
the item on which the reader had re- 
quested information. Prospective buy- 
ers usually ended up ordering products 


129 






























































RSE ee 
































Sera 




















a 











































































































that solved certain maintenance prob- 
lems which they had not even previ- 
ously recognized. 

After the salesman has made his call, 
he fills out a “Report of Prospect Call’ 
sheet. This indicates whether he tele- 
phoned or made a personal call, whether 
the call resulted in a sale, and whether 
the inquirer is a prospect for future 
business. Most important, where the 
customer placed no order, it reveals 
why the salesman did not make the 
sale. 

This information provides a contin- 
uing survey of what’s going on in the 
field. On new products it gives imme- 
diate information as to what competi- 
tive sales arguments must be overcome, 
how the pricing structure stacks up, 


Packaging 


Quality Control in 


NOWLEDGE and know-how of 
packaging increased tremendously 
during the war simply because it was a 
must. Specifications arrived at pro- 
vided for a much greater degree of pro- 
tection than that required in peacetime, 
for obvious reasons. The more strin- 
gent the packaging specifications, the 
more critical was the need for adequate 
quality control—which is the art of in- 
suring the maintenance of product con- 
formity to agreed-upon standards. 
With the development of many new 
packaging materials, we have great 
need for packaging quality control—a 
better understanding of what it is and 
how it should be applied—as some new 
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and how the product itself is being 
received. 

Another device that is popular with 
the salesmen and paves the way for 
call-backs is a personal thank-you lette; 
from the district manager. The sales. 
man merely checks this item on his 
“Report of .Prospect Call” sheet, and 
the letter goes out as soon as the report 
comes in. 

If the report is not returned to the 
Los Angeles office after a certain length 
of time, a series of postcard reminders 
are sent to salesmen. Through this 


method, it is possible to close the files 
on every prospect within a period of 
90 days after the initial contact. 

By Harry Rorick. /ndustrial Mar. 
keting, January, 1946, p. 40: 4. 





Postwar Packaging 


materials at least for awhile will be 
inadequate. 

Functional quality control encom- 
passes four principal aspects: (1) 
packaging: requirements ; (2) pre-test- 
ing control ; (3) production testing and 
control; and (4) post-testing and con- 
trol. Each is interrelated and of equal 
importance. A brief consideration of 
the essentials of each phase is pre- 
sented herewith : 

(1) Packaging Requirements— 
Means finding out what kind of a 
package is needed. To arrive at this 
answer, these questions must be asked: 
To what degree must the package pro- 
tect against moisture-vapor transfet 
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and other transfer factors? Is product 
affected by light? Where is product 
sold? Are sales nation-wide or confined 
to one general area? Is product a 
quick turnover item? Or does it re- 
main on retailers’ shelves a long time? 
How long? The product itself must 
be studied to determine its inherent 
qualities. Is it hydroscopic? Does it 
breathe? Does it have a critical mois- 
ture content that must be maintained ? 
Do these conditions change with age? 
Once these questions are answered, it 
is time to consider costs, machine 
qualities, availability, etc., in relation 
to. thé selection of the packaging 
material. 

(2) Pre-testing—This involves de- 
- termination of the variations of the 
packaging material—variations of one 
lot from another, and variations within 
the same lot. This leads to setting up 
a standard series of characteristics 
which are the minimum requirements 
for the material, incorporated as speci- 
fications into orders or contracts. Since 
material testing is costly, it is essential 
that provisions be made for the mini- 
mum amount of testing that will insure 
the desired control. 

(3) Production Testing—The best 
material in the world is ineffective if 


improperly used. It is therefore neces- 
sary to agree upon production stand- 
ards. Decide what standards you are 
shooting for, and then familiarize the 
various machine operators and handlers 
with them, Study your wrapping ma- 
chinery for consistency. If machines 
get out of whack quickly, you obviously 
have to inspect more frequently. Re- 
gardless of whether many or few tests 
per working day are taken, the results 
of each inspection should be recorded. 
A common-sense analysis of . results 
will show how many samples from 
each lot are required to insure that 
variations in production are properly 
measured. 

(4) Post-testing—This is primarily 
a check to ascertain that all previous 
testing has included every factor that 
should have been considered. First 
consideration here is accurate report- 
ing by salesmen as to condition of the 
product. The second major factor is 
product complaints. The quality con- 
trol department should be required to 
handle all complaints, and every com- 
plaint should be investigated, no matter 
how foolish it may appear. 

From an address by D. M. Brown 
before the Packaging Institute (Good 
Packaging, January, 1946, p. 16:1). 


Salesmen’s Traveling Expenses 


GENERAL upward revision of limits on salesmen’s -traveling expenses has 
taken place in recent months, and a recent Dartnell survey indicates that 
the higher limits will be kept until such time as the shortage of hotel and Pullman 


accommodations eases. 


Forty-nine per cent of the reporting companies have no limit on expenses 





for hotel rooms, though a majority of this group has some form of control on 
the reasonableness of expenditures; 47 per cent do not have any limit on allow- 
ances for meals. Among the concerns establishing limits, the averages are: for 
hotel rooms, $4.22 a day; $.83 for breakfast; $1.08 for lunch; and $1.91 for 
dinner—increases of approximately 25 per cent over prewar. 

Regarding Pullman accommodations, 51 per cent reported that their men 
are instructed ‘to use lower berths; many added, however, that they will probably 
pay for whatever can be obtained. 

—Traveling Expenses of Salesmen (The Dartnell Corporation) 


Guard Those You Love—Give to Conquer Cancer 


April, 1946 











Financial Management 


Controlling the Costs 


OW will employee benefit plans 

which were installed in recent years 
of high profits affect costs in the com- 
ing years of possibly reduced profit 
margins? While employers with no 
benefit plans are concerned with the 
necessity of installing them and with 
the cost consequences of installation, 
those with plans already installed are 
concerned today with whether or not 
these plans are in such shape as to put 
the companies in the best competitive 
position in the postwar period. 

Too often benefit programs protect- 
ing employees against disability, death, 
unemployment, or old age are viewed 
by management as cost additions for the 
exclusive benefit of employees. As a 
matter of fact, the adoption of an em- 
ployee benefit plan represents, in the 
long run, a cost reduction, and operates 
to the benefit of the employer. 

Inevitably, concerns offering security 
will attract better personnel and will 
survive the struggle for continued 
existence. So-called “fringe benefits” 
are to be viewed as inevitable costs, as 
real as cash compensation. The trend 
of union demands is in the direction of 
making them mandatory. Therefore, 
if a company succeeds in meeting these 
inevitable costs on a planned basis 
and under circumstances legally and 
economically most favorable to it, it 
will gain a distinct advantage over its 
competitors who fail to do so. 

If a plan is to be installed, certain 
advantages will accrue from adopting 
it now: 

1. The tax rate for this year, giving effect 


to the carryback, almost certainly will 
be higher than the average tax rate 


132 


of Employee Benefits 


over the next 20 years. The larger 
the portion of the total cost which may 
be absorbed in high-tax years, the 
lower the total net cost will be. 
2. Earnings on investments made by the 
trust are themselves tax-free and 
thereby accumulate with substantial 
advantage as against earnings which 
are subject to taxation. 
By anticipating union demands’ for 
benefit plans, the employer is better 
able to maintain control over the plan, 
If he delays until the union forces 
adoption of the plan, the result may 
be a plan which benefits union mem- 
bers only—and for which the union re- 
ceives full credit, even though manage- 
ment must foot the bills. 


& 


No plan should be adopted without 
a survey by an independent economist 
of the employer’s financial background 
and ‘his profit potentialities. The plan 
must be geared to prospective earnings, 
rather than based on current income, 
lest it prove embarrassing in future 
years. Since what is contemplated is 
a pension rather than a profit-sharing 
plan, a mere reduction in earnings will 
not permit management to terminate 
the plan. However, when _ benefits 
actuarially computed under a pension 
plan and adopted on a highly conserva- 
tive basis are viewed in the light of 
current inflated earnings, such benefits 
will seem most inadequate, and in quite 
a few instances they have been the 
cause of severe labor unrest. 

Accordingly, the employer is faced 
with the problem of delaying the in- 
stallation of a plan, thereby increasing 
its costs, or with the alternative diffi- 
culty of installing a plan now involving 
costs which may prove too high in 
future years or which may provide 
inadequate benefits in years of inflation. 

These difficulties may be solved 
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through the adoption of a combined 
pension and profit-sharing plan. A 

sion plan represents a fixed cost 
with presumably fixed benefits. A 
profit-sharing plan is one whereby the 
contribution varies with profits, either 
before or after taxes, and may be made 
subject to the earning of a guaranteed 
dividend on capital stock of the em- 
ployer. 

Under this combination, the pension 
plan will be geared to the lowest and 
most conservative concept of future 
earnings so that the employer may be 
sure he will never be financially em- 
barrassed by reason of the existence 
of the plan. On the other hand, the 
modest benefits necessarily provided 
by this type of pension plan may be 
supplemented through retirement bene- 
fits made available through a profit- 
sharing plan under which extra de- 
posits can be made in years of high 
earnings, while in years of reduced 
earnings, the contributions to the profit- 
sharing plan will diminish or be wholly 
avoided, permitting the combined plan 
to continue on its minimum-cost basis. 

The combined pension and _ profit- 
sharing plan insures just treatment for 
young and old employees. Under a 
pension plan, a fixed benefit—either a 
flat percentage of salary or a percentage 
bearing a relationship to years of 
service—is payable to a retired em- 
ployee. A fund sufficient to provide 
this pension is needed under a fully 
funded plan. This must be accumulated 
between the period when participation 




























in the plan commerices and the em- 
ployee retires, or the plan will not be 
fully funded when the pension is paid. 
When the interest factor is taken into 
consideration, this means that with two 
individuals, each of whom is eventually 
to receive a pension of $2,500 a year, 
a deposit of more than five times as 
much must be made for an employee 
who is 55 years of age as is required 
for an employee who is 30 years old 
at the time of entry into the plan. In 
one case, deposits accumulate interest 
for a period of 35 years until retirement, 
and in the other case for only 10 years. 
Since the aggregate fund will be the 
same, it follows that the deposits for 
the older man are much greater. Thus 
a pension plan favors the older em- 
ployees at the expense of the younger 
ones. On the other hand, deposits 
into a profit-sharing plan are generally 
a percentage of compensation, depend- 
ing upon profits, regardless of the age 
of the employee. Such deposits do 
more for the younger employees be- 
cause there is a greater period of time 
in which to accumulate them. Further- 
more, the younger employees are more 
inclined to be interested in a combina- 
tion plan conditioned on profits and 
retirement benefits. The pension plan, 
or a profit-sharing plan alone, is apt 
to do injustice either to the younger 
or older men. A combination plan 
balances advantages and benefits and 
is fairer to both groups. 

By Gustave Simons. N. A.C: A. 
Bulletin, January 15, 1946, p. 464:9. 


Turntable for Ledger Trays 


PUERES a suggestion for facilitating random posting to a number of drawers 
of ledger cards: Place the trays facing out in a circle on a round-top 
swivel table. The posting clerk can sit at a bookkeeping machine and, by spinning 
the table top, reach a large number of cards without having to move from her chair. 


April, 1946 


—NOMA Conference Proceedings: 1945 













: bee accounting is a common de- 
nominator of war contract renego- 
tiation, contract termination, and fed- 
eral taxation. In its application to the 
renegotiation and termination of war 
contracts, however, it has undergone 
unconventional changes. TD-5405, 
issued by the Commissioner of Internal 
Revenue, has fundamentally violated 
accepted tax-accounting principles, so 
much so that some tax experts wonder 
whether it is legally sound. 

The original Renegotiation Act con- 
templated a tax-accounting procedure 
predicated on contract-by-contract re- 
negotiation. Difficulties attending the 
retroactive pricing of individual war 
contracts prompted the enactment of 
remedial legislation which was embod- 
ied in Section 801 of the Revenue Act 
of 1942. The several government de- 
partments were now authorized to con- 
duct the renegotiation of war contracts 
on a fiscal-year basis so that the con- 
tractor’s entire year’s operations might 
be considered. This procedure afforded 
the most convenient and acceptable 
basis. The revision of the Renegotia- 
tion Act affected by Title VII of the 
Revenue Act of 1943 completed the 
transition from contract-by-contract to 
fiscal year over-all renegotiation by 
making the latter mandatory, except 
with the consent of the contractor. Re- 
ceipts, accruals, and profits now con- 
noted what they do in tax accounting. 
This act specifically required allowing 
as costs in renegotiation the allocable 
part of all deductions and exclusions 
permitted under the Internal Revenue 
Code. 

There have been two important vari- 
ations from tax-accounting principles 
in renegotiation. 

Renegotiation Regulation 381.6 in- 
troduced the concept of attributability, 
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Tax Accounting in Renegotiation and Termination 


which implies the allocation to one year 
of items which for tax purposes fal] 
into another year. The need for this 
new concept arose out of bonuses, addj- 
tional wages, and similar items, to 
effect efficient prosecution of war con- 
tracts, paid frequently in years subse- 
quent to the one renegotiated. 

The other deviation from accepted 
tax-accounting principles manifests jt- 
self in the regulatory power of the War 
Contracts Price Adjustment Board 
under sub-section (h), as amended, of 
the Renegotiation Act (Public 104, 
79th Congress, approved June 30, 
1945) which permits the reasonable al- 
location of profits to performance prior 
to the termination of the war irrespec- 
tive of the date of the accrual of these 
profits. 

The treatment of termination awards 
is also largely governed by tax-ac- 
counting principles. But the Commis- 
sioner: of Internal Revenue in his TD- 
5405 and his Mimeograph 5897 has 
gone contrary to sound accounting doc- 
trine by declaring that \ termination 
awards are accruable in the year of 
termination, and must be included in 
the tax return for the taxable year of 
the termination. This sum could at best 
be an estimate prior to the agreement 
between the contractor and the gov- 
ernment, and this leaves the taxpayer 
in a quandary as to what figure to post 
on his books. What sum is he to ac- 
crue? Few agreements can be con- 
cluded to fix the amount by the end 
of the taxpayer’s taxable year. 

If the taxpayer contests a proposed 
offer in settlement of a termination 
claim, the date of the judicial deter- 
mination will govern the time of the 
accrual and not the one arbitrarily set 
by the Commissioner. Should this fall 
in 1946 rather than in 1944 or 1945, 
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which is very likely, the taxpayer 
would enjoy the advantage of lower 
tax rates. Such thinking is supported 
by the principle laid down by the U. S. 
Supreme Court in 1932 in its North 
American Oil Consolidated case. 

If the Commissioner is at fault in 
his rulings, then many taxpayers have 
too readily waived their claims because 
of renegotiation and high current taxa- 
tion, or have been too easily persuaded 
to accept about a 6 per cent profit on 
the terminated portions of their war 
contracts. The latter situation arises 
from the fact that settlements of war 
contract claims, in the absence of a 
waiver by the contractor, can be con- 
cluded by negotiation, or by a formula 
which offers a maximum of 6 per cent 
on the total costs incurred in perform- 
ing the terminal part of the contracts. 
This alternative method has had the 
effect of too often putting a 6 per cent 
profit ceiling on negotiated settlements 
of terminated war contract claims. 

War contractors have an adequate 
remedy at law. If the contractor be- 
lieves that the findings of his govern- 
ment agency are unjust, he may under 
the Contract Settlement Act of 1944 
within 30 days after the delivery of 
such findings request review which 
must be concluded within 30 days. 


If the war contractor still feels ag- 
grieved at the agency’s findings, he may 
appeal to the Appeal Board, or bring 
suit against the United States for his 
claim in the Court of Claims or in any 
U.S. District Court. The time limit 
for appealing to the board or to the 
courts is 90 days after delivery of the 


final findings of the agency, or one 
year after demand in those cases where 
the contracting agency has failed to 
deliver its findings. 

A decision of the Appeal Board is 
final and conclusive, unless, within 90 
days after its delivery, suit is brought 
on the claim in a federal court. Of 
course, the Appeal Board could have 
been circumvented if there was any- 
thing to be gained by instituting an ac- 
tion in a federal court earlier. 

As for subcontractors, their remedy 
for an adjustment of their termination 
claims is litigation with their immedi- 
ately superior contractor, should the 
prescribed methods of settling a ter- 
mination claim fail. The subcontractor 
has no contractual relationship with 
the government. Any settlement be- 
tween a prime contractor and a subcon- 
tractor is final and conclusive except 
in the case of fraud, of statutory rene- 
gotiation, or of mutual agreement be- 
fore or after the payment of the 
termination award. 

In certain instances, as in those cases 
in which the subcontractor does not 
want to disclose his business practices 
to those who might be his competitors 
in peacetime commercial life, the ex- 
traordinary remedy of direct payment 
of a subcontractor’s claim may be made 
by the government agency. In such 
instances, the subcontractor falls into 
the same category asa prime contrac- 
tor and is entitled to the same admin- 
istrative or judicial appeals on his 
claim as the prime contractor. 

By J. H. LanpMan. The Confer- 
ence Board Business Record, Decem- 
ber, 1945, p. 430: 2. 





¢ IT IS ESTIMATED that there were something like eight or ten million in- 
vestors in securities in 1929. Without taking into consideration the 60 million or so 
who hold United States war bonds, the number today may be placed at between 
20 and 25 million. When the implications of this are weighed, it is difficult to 
envision the nation abandoning the capitalistic system of free enterprise. 
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Insurance 


' The Audit of Insurance 


NSURANCE policies held by busi- 

ness are its guarantee of financial 
security in times of emergency. The 
auditor and the insurance adviser are 
the joint guardians of management’s in- 
terest in this respect. And while it is 
not the function of the auditor to re- 
place the insurance adviser in selecting 
coverages and forms, his detailed 
knowledge of the business under audit 
should enable him to prevent certain 
errors in insurance arrangements. In 
addition, his examination of the client’s 
insurance coverage may uncover hither- 
to undisclosed facts important to the 
audit. Assuming that a medium-sized 
industrial company is being examined, 
the following steps can be made part 
of the audit program: 

1. Inspect each insurance policy 
and prepare a schedule for the work- 
papers. This schedule should indicate 
the type of coverage, insurance com- 
pany name and policy number, amount 
of insurance, period covered, premium, 
and amount of the unexpired or un- 
earned portion éf the premium at the 
audit date. 

The absence of one or more policies 
when requested for examination should 
not be lightly dismissed, inasmuch as 
this may indicate that the policy is be- 
ing held by a lender as collateral. 

2. Inspect each policy for the des- 
ignations of the insured party, to de- 
termine whether the business under 
audit actually owns the property in- 
volved and whether it is free of lien. 
For instance, examination of a fire in- 
surance contract covering a factory 
building might disclose ownership by 
the stockholders or partners personally 
and not by the business under audit. 
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Policies of mutual or reciprocal com- 
panies should be examined for the 
wording of special assessment clauses, 
which in some instances constitute con- 
tingent liabilities. 

3. Some auditors correspond direct- 
ly with each of the client’s insurance 
brokers, requesting a list of policies in 
force. This procedure results in an in- 
dependent verification of insurance 
coverage as well as of the amount of 
premium paid. 

4. Expenditures for insurance 
should be vouched to the invoice of the 
insurance broker, agent, or company 
and to the policy itself. 

5. The auditor should note whether 
refunds have been received on any 
policies which have been canceled. 

6. The premium rate of workmen's 
compensation policies is based on the 
payroll during the policy period, classi- 
fied as to type of work performed, the 
various occupational classifications car- 
rying different rates. However, on 
books of account of the average busi- 
ness the payroll expenditure is charged 
to one or two ledger accounts. It may 
be helpful for the accountant to instruct 
that the payroll be analyzed by specific 
types of operations in accordance with 
the rate schedule set forth in the com- 
pensation policy. A summary thereof 
may well be a part of the auditor's 
workpapers. At the end of a policy 
year, by merely multiplying the total 
payroll indicated in each column by the 
rate for the respective operation, the 
auditor will be able to check the ac- 
curacy of the year-end bill received by 
his client. The foregoing also applies 
to schedules for product liability and 
similar “deposit premium’ policies. 
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7 The amount of the major types 
of insurance coverage should be com- 
pared with the asset values of property 
or inventory, and with the potential 
fiability loss factors involved in relation 
to the type of business, in order to 
ascertain that the coverage is adequate. 

The auditor’s survey of the system of 
internal control may well include the 
following steps: (1) See that the client 
has definitely delegated the close super- 
vision of his insurance needs to com- 
petent hands ; and (2) ascertain that a 
specific survey of the insurance needs 
of the business has been made and com- 
municated to management, preferably 
in a written report. 

The accountant is in an excellent 
position to determine whether existing 
insurance coverage is adequate. 

For example, statistics show that 
one-third of the mercantile failures are 
clearly traceable to individual dis- 
honesty. The accountant who finds no 
fidelity insurance in effect should im- 
mediately recommend that such protec- 
tion be obtained. Likewise, he should 
advise management if compensation in- 
surance is not carried in accordance 
with the requirements of state laws. 

Where there is apparent under-in- 
surance of property or inventory 
values, or of liability limits, the ac- 
countant should promptly direct that 
the matter be taken up with a compe- 
tent insurance company. 

The accountant who checks fire in- 
surance should determine that adequate 
use and occupancy coverage is in force. 
Further, most fire insurance policies in- 
clude a coinsurance clause which can 
limit the liability of the insurance com- 
pany below the amount the policyholder 
intended. Too often, however, this 
Clause is misunderstood. It is not a 
restrictive term allowing the insured 
party to collect only 80 (or some other) 
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per cent of the loss, but is really a policy 
requirement which, when met, makes it 
possible to collect the full amount of the 
loss. 


The original (now termed “nar- 
row”) form of fire insurance protected 
against financial loss from fire and 
lightning only. Today’s “broad” form 
of fire insurance coverage includes the 
perils not only of fire and lightning, but 
also of explosion, windstorm, hail, riot, 
riot attending a strike, civil commotion, 
aircraft damage, motor vehicle damage, 
and smoke from a heating or cooking 
unit. The extra charge for this broad- 
ened coverage in most instances is from 
$.20 to $2.00 per thousand and usually 
represents only a small addition to the 
fire insurance premium. 


Most business is done on credit. For 
the average concern, the loss of its ac- 
counts receivable ledgers would be a 
severe blow. It is not generally known 
that accounts receivable insurance is 
available which will refund to the in- 
sured any sum lost as a result of de- 
struction of these records. 


If business operations or activities of 
the company itself change, the account- 
ant should be alert to the need for mod- 
ifications in the forms and rates of in- 
surance carried. 


It would seem from the foregoing 
that the accountant, in his position of 
financial adviser to business, should 
give some attention to the insurance 
which his company requires. While he 
need not be completely familiar with all 
insurance forms, it is important that 
the accountant be able to recognize a 
problem involving insurance, in order 
to direct management to seek full and 
proper insurance guidance. 

By STEPHEN CHAN and JEROME S. 
Miter. The Journal of Accountancy, 
December, 1945, p. 444:5. 
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SHIFTS IN Pusiic Revations. By N. S. B. 
Gras. Vol. XIX, No. 4 of the Bulletin of 
The Business Historical Society, Inc., Oc- 
tober, 1945. The Business Historical So- 
ciety, Inc., Baker Library, Soldiers Field, 
Boston 63, Mass. 148 pages. 


Reviewed by James W. Irwin 


To practice public relations, both the 
executives who pay the bills and the prac- 
titioners who do the work need to know more 
about what makes business “tick.” In this 
remarkable study N. S. B. Gras draws this 
inescapable conclusion and forthwith lays a 
floor of understanding for all who labor in 
this field. 


Mr. Gras, author of the provocative Busi- 
ness and Capitalism, is an objective student 
of American business. He affirms his faith 
in it when he says, “Amid all the grimy de- 
tails of business there shines out a beacon 
light of service to men, which is exceeded 
only by the service of parents to their 
children.” He thinks it may yet be snatched 
from the grasp of “stifling control or sociali- 
zation.” He suggests three ways in which 
business can save itself: First, business must 
undertake fuller service to the public. Sec- 
ond, it must exert greater candor in giving 
out information. Third, it must present the 
over-all position of business in social and 
cultural history. 


With rare insight Mr. Gras traces the 
development of public relations as an art 
in the affairs of business. He points out 
that today business is “playing with a new 
policy—that ‘the public should be fully served 
and fully informed.’” He agrees that busi- 
ness is trying to please the public but, he 
adds, “it is failing the public in not doing 
what it should—educate the public to facts 
of business which voters must know in order 
to act wisely.” 

Companies and their public relations coun- 
selors and staff members should “study the 
factors that enter into the molding of public 
relations—for business as a whole, for the 
industry in question, and especially for the 
company concerned.” They should analyze 
the business factors that create bad public 
relations. Here Mr. Gras lists inferior goods 
or services, bad industrial relations, excessive 
prices, and too rapid expansion into other 
fields of activity as among the chief causes 
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of public criticism. The growth of broad 
gulfs between groups is “increasingly wide- 
spread and serious.” 

To fill the gaps, Mr. Gras believes, “in- 
formation should be given to customers 
workers, stockholders, and the public.” He 
laments the lack in most companies of a 
general policy “that approaches the subject 
in a fundamental and realistic way,” and he 
advocates the formulation of a long-time 
policy. 

There is in this treatise an eloquent plea 
for business men to doff their mantle of 
secrecy in operations. Mr. Gras readily 
admits “there is something universal in this 
demand of the individual to be left alone 
when he sees an opportunity to satisfy his 
desires—for instance, to gain a profitable liy- 
ing.” But he describes the evolution of forth- 
right pronouncement through the years and 
leaves the secretive company with hardly a 
leg to stand on. He draws this illuminating 
conclusion: 

“The public needs to be convinced that 
business is not predatory; that business men 
are dynamic, creative factors in life and that, 
indeed, they are the chief social servants; 
that, although business men make mistakes, 
and plenty of them, still their average of 
performance is high, both in repetitive oper- 
ations and in new methods; that, where busi- 
ness is progressive, the common man is most 
prosperous; that there is really no reason 
why practically all the details of business can- 
not be made public.” 

Mr. Gras sees nothing to hide or to be 
ashamed of. Advocating the preparation of 
business histories, Mr. Gras says: “... the 
record of the past should be studied and 
published. Few things would help more to 
give confidence than candid statements about 
successes and failures. One of the greatest 
disclosures would be that the evil deeds of 
the past were part of contemporary public 
consciousness and grew out of existing public 
morality; and that the abandonment of evil 
practices showed that business was almost 
keeping pace with general culture and con- 
science.” : 

If there is any one underlying principle 
in public relations, as it functions in the 
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realm of business, Mr. Gras believes it to 
be this. “. .. that the business man should 
be intelligently selfish. He must hold to 
the profit system; and in the pursuit of 
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ts he should serve the public fully. 


eee id choose able lieutenants and build 


up an effective organization. . . . Above all, 
the business man, compelled to live danger- 
ously in a critical or hostile world, must be 
willing to learn from the outside and must 
grow with society. 


Dmecrors AND THEIR Functions: A Pre- 
liminary Study. By John Calhoun Baker. 
Division of Research, Graduate School 
of Business Administration, Harvard 
University, Boston, 1945. 145 pages. 
$2.50. 


Reviewed by Kenneth Andersen* 


A preliminary factual report on results 
of an exhaustive field study interspersed 
with some highly constructive observations 
is contained in this brief analysis of cor- 
poration directors. The investigators ap- 
proach the directors’ job from the view- 
point of the board’s management activities. 
Two major responsibilities are empha- 
sized—administration of company affairs, 
and trusteeship involved in striking a bal- 
ance between the interests of stockholders, 
employees, customers, and public. 

Prior to the war, the spotlight was cen- 
tered on directors by a number of business 
leaders and government officials. No doubt 
the Securities and Exchange Commission 
prompted some of this interest because of 
the insistence that directors’ responsibili- 
ties require more than pious lip service. 

The atmosphere in which business re- 
sumes peacetime activities presages early 
revival of interest in this subject. In fact, 
we have reached the point, Dr. Baker ob- 
serves, where “directors appear to be at the 
crossroads; they need to know their duties 
and meet them adequately, or drastic 
changes may well occur which would com- 
pletely revolutionize the character of the 
control and supervision of American busi- 
ness and industry.” 

Considerable information is furnished 
which might be labeled a “job description” 
of the board. Types of board action are 
described. Problems frequently encount- 
ered are catalogued, and criticisms offered 
by business men themselves are shown to 
reveal weaknesses which should be reme- 
died to strengthen public esteem for busi- 
ness. 

Panaceas havé been suggested, viz., paid 
professional directors, elimination of “in- 
side” directors, appointment of public di- 
rectors, etc. But the author suggests that 
no simple mearis exists for magically pro- 


* Administrative Secretary, National Electrical 
Manufacturers Association. 
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ducing able and independent board man- 
agers. Wide variations in the make-up of 
boards, their policies and practices were 
noted in the study. 

More than half the book is devoted to 
discussing in detail the board membership, 
procedures, and contributions of the direc- 
torates of the American Tobacco Company, 
Climax Molybdenum Company, General 
Foods Corporation, and Standard Oil Com- 
pany (New Jersey). These case studies 
are concerned with several major factors, 
including: present and historical composi- 
tion of the stockholder group; personalities 
in top management—directors and execu- 
tives ; key problems facing the business; the 
place of the board in the informal as well 
as the formal organization of the company; 
methods of communication between the 
board and the executives; and the extent 
of action by the board as a group as well 
as the action of directors individually. 

Special attention is given, quite appro- 
priately, to the opportunities for increasing 
board effectiveness through adequate lead- 
ership exercised by the board chairman. 
Obviously, superficial decisions or rubber- 
stamp action cannot be avoided when board 
members are given insufficient background 
information and questions involving the 
formulation of vital policies never appear 
in the board agenda. To remedy this com- 
monly criticized aspect of board operation, 
the chairman and top administrative execu- 
tive must collaborate closely in selecting 
questions and presenting pertinent facts and 
opinions for consultation with individual 
directors and discussion at board meetings. 

“Stimulating” and “timely” are hackneyed 
terms in the vocabulary of a reviewer, but 
business policy-makers, in this reviewer’s 
opinion, will find that the study merits at- 
tention for these two reasons. 


MANAGEMENT IN RussIAN INDUSTRY AND 
AGRICULTURE. By G. Bienstock, S. M. 
Schwarz and A. Yugow. Oxford Univer- 
sity Press, New York, 1944. 198 pages. 
$3.00. 


Reviewed by Ernest Dale 


This book deals principally with Russian 
management of the industrial unit—the fac- 
tory and the farm. The most remarkable 
feature in the development of Soviet indus- 
trial administration has been the increasing 
power of the “entrepreneur” of the firm, the 
individual plant manager. He is in sole and 
complete charge, responsible for the great- 
est possible reduction of production costs. 
His orders are “unconditionally binding” on 
the personnel under him, “regardless of what 
posts they may occupy in party, trade-union, 
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ot other orgaiizations.” The manager is ex- 
pected to consider the opinions of other 
organs, but is not bound by them in hiring, 
firing, or promotions. 

The trade union representing the workers 
of the plant was originally designed to as- 
sist actively in raising the standard of living 
of its members, and to this end it was in- 
vested with considerable control over the 
plant’s management. But these powers have 
been continuously whittled down so that they 
now amount merely to advising in workers’ 
production conferences on improving disci- 
pline and labor productivity. Collective bar- 
gaining and the right to strike no longer 
exist. 

Another important influence on manage- 
ment policy used to be the members of the 
Communist Party. Their responsibility and 
powers in operating a plant, while reduced, 
are still considerable. But in practice this 
is not of much consequence now, since the 
managers are generally party members. 

The direction of managerial policies stems 
from the Five-Year Plan. This is formu- 
lated by the Gosplan, the State Planning 
Commission of the U.S.S.R., which is. di- 
rected and controlled by the top function- 
aries of the Communist Party. With the 
passing of time there has been an increas- 
ing decentralization of planning, first by in- 
dividual industries and the different political 
regions, and then, with the threat of war, 
on a local and even company basis, yet the 
chief basis of planning apparently is still 
strict general directives of a central indus- 
trial administration board, coupled with a 
continuous check on all phases of production. 

Procurement of materials by the individual 
plants may become difficult and be delayed. 
Producers’ goods are generally allocated; the 
scarcer they are, the stricter the mode of 
allocation and the control of their use. Sell- 
ing is much easier, and consumers goods are 
often sold directly in specialized retail stores 
of plants or trusts. 

The Soviet supply system has been severely 
criticized within Russia itself. Supplies have 
tended to be slow and inadequate. There 
has been insufficient cooperation between 
large and small plants. There were said to 
be many duplicating procurement agencies 
and too many intermediate agencies. 

Each plant manager must furnish detailed 
records on the quantitative, qualitative, and 
financial results of production. Thus, the 
Commissariat for Heavy Machine Building 
called for reports on 176 forms with 235,000 
items. These reports became so cumbersome 
that they have been considerably reduced 
since 1940. Also, the emphasis on quantity 
has been combined with increasing insistence 
on quality. 

Each plant is expected to allocate its re- 
sources in the most efficient way and to pro- 
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duce at costs below the State-fixed prices, 
This function and the general financial polj 
of the firm are supervised by the chief ac. 
countant, called “engineer of bookkeeping” 
and the most important company official after 
the plant manager. 

Each Five-Year Plan envisages a definite 
cost reduction for industry, broken down ae- 
cording to labor efficiency, raw materials 
utilization, economy of fuel and electricity, 
and overhead. Actual cost reductions have 
been considerably short of the goal. Progress 
has been encouraged. by governmental 
bonuses, fines, investigations, and “fyi 
squads.” The authors believe that Soviet in. 
dustry has made considerable progress jn 
raising labor efficiency and that the gap be- 
tween Russia and other countries has been 
narrowed, chiefly as a result of technical 
improvements, better workshop discipline, 
more intensive application of labor (through 
extension of piecework), better utilization of 
machinery, fuel, and power. 

The price of industrial goods has three 
components: (1) planned costs of produc- 
tion, which can be reduced and an extra 
profit made and retained by the plant; (2) 
planned profit; (3) turnover tax. Part of 
the profit goes to the government to finance 
industrial expansion and defense. Another 
part of the profit is diverted to a fund for 
the expansion of the plant’s fixed and work- 
ing capital, and a final part goes into a 
“manager’s fund” to house employees, to 
provide welfare services and bonuses. The 
desire to increase profits and enlarge the 
“manager’s fund” has become a real incen- 
tive to cost reduction by the plant’s person- 
nel. Prices are not generally lowered as 
costs are reduced. 

The State also finances industrial expan- 
sion by the turnover tax, which is fixed and 
collected at each industrial plant in accord- 
ance with output so that the manager has a 
specific incentive to meet his quota. The 
turnover tax is levied on almost all consump- 
tion goods, and its rates vary greatly, from 
10-25 per cent on excise books to 75 per 
cent on grain and bread. In 1940 the turn- 
over tax provided 60 per cent of the State 
revenue; the profits tax, 12 per cent. 

The major incentives to good management 
are advancement for satisfactory accom- 
plishment, demotion or punishment for defi- 
ciencies. Advancement carries a higher title, 
social recognition, more prestige, greater 
monetary remuneration (relative differences 
may be more important than absolute differ- 
ences), improved accommodations, more 
holidays, perhaps the use of a car and a 
chauffeur, and large bonuses for outstanding 
achievements and inventions; Consciousness 
of serving the country influences many €X- 
ecutives, as well as a feeling that they are 
contributing toward their personal develop- 
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On the other hand, failures may be 
In a special 1940 
decree, five to eight years’ punishment was 
prescribed for top management personnel 
convicted of incomplete, substandard, or de- 
fective production. 

What, then, is the character of the Rus- 
sian manager? Here, even more than else- 
where, the authors are handicapped by lack 
of first-hand acquaintance. Their material 
appears to be drawn largely from novels, 
but a wide perusal of the literature and a 
native knowledge of the country make it pos- 
sible for them to give a fairly convincing 
demonstration of the difference between the 
“Red Specialists” of the ’20’s and the new 
“Professionals” of the late ’30’s. The for- 
mer had often risen from the ranks. They 
were highly political, not too well versed in 
technical problems, but more trusted than 
the “criminals and wreckers of the old 
school.” They went with the purges of 1936-7 
to make room for young men who had en- 
joyed a lengthy and systematic technical 
education. The present managerial genera- 
tion is said to be completely devoted to 
Stalin. They are aiming at economic 
progress at home and a strong position 
abroad, and ‘believe that differences in in- 
come and status are necessary to build a 
strong state. 

The change from the old management to 
the new is well described by the authors, and 
the book reflects able research work among 
the available sources. Despite lack of first- 
hand knowledge and actual experience, the 
authors have done a commendable job in de- 
lineating the framework of Russian man- 
agement. 


ment. : 
subject to heavy penalties. 


THE TRAINING WITHIN INDUSTRY REPORT: 
1940-1945. Training Within Industry 
Service, Bureau of Training, War Man- 
power Commission, Washington, D. C., 
1945. Available from Superintendent of 
Documents, U. S. Government Printing Of- 
fice, Washington, D. C. 330 pages. 50 
cents (25 per cent discount on orders of 
100 or more copies). 


This narrative account of Training Within 
Industry's work with more than 16,000 war 
plants is “must” reading for industrial train- 
ing directors and others concerned with com- 
pany training programs. The TWI report 
tells the story of how the organization was 
set up, how its programs were developed 
and operated, how the plant managers had 
to be “sold” on using the techniques, the 
mistakes that were made and the improve- 
ments that evolved, the results that came 
about, in a 330-page account of what TWI 
itself learned about in-plant training as a 
Production tool. 
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It attempts to give a frank, factual, and 
human account of the days in which TWI 
facilitated the production of war goods and 
services by showing supervisors how to get 
quality work from inexperienced people 
quickly, and labored incessantly to convince 
managers that the training of men is a 
major function of management. The ac- 
count is drawn from operating records 
which are now in the National Archives. 

Training Within Industry’s services to war 
plants concluded after V-J Day, at the same 
time that WMC was abolished. But though 
TWI has formally written finis to a notable 
career, its quick-training techniques and fa- 
mous four-step method have left an indelible 
impress on industrial training. 


MEDICINE IN INpUsTRY. By Bernhard J. 
Stern. The Commonwealth Fund, New 
York, 1946. 209 pages. $1.50. 


Reviewed by Carey P. McCord* 


The contents of this brochure are divided 
into seven sections: Scientific Developments 
in Industrial Medicine; Social and Legisla- 
tive Backgrounds; The Extent of Industrial 
Disability; The Handicapped Worker in 
Industry ; Preventive Services ; Medical Care 
and Health Insurance; The Industrial Physi- 
cian. The historical portions of the book 
are engagingly written, and several new 
background items are adduced. When the 
present is approached and opportunity arises 
for the opinions of the author, then possibly 
there is justification for the carefully set 
forth disclaimer of the publisher to the ef- 
fect that the author alone is responsible for 
all statements of fact and opinion. Apart 
from the admirable historical and statistical 
compilation sections, this book is written so 
cleverly as at once to arouse suspicion as to 
the necessity for so much.cleverness. While 
it purports to trace in broad perspectives the 
social, economic, legal, and professional 
setting within which industrial medicine has 
progressed, it actually appears directed to 
giving plausibility to a great many state- 
ments for which half-truths are at times a 
charitable enlargement. 

Understanding of the immediate problems 
of industrial medicine is best possessed by 
those industrial physicians who are likely to 
have a, little of industry’s metal shavings 
in their pants cuffs. The writer of this book 
seems to have no metal shavings about his 
person, nor is he a physician; he is a sociolo- 
gist. Possibly as a sociologic output this 
publication is a praiseworthy achievement. 
Medically appraised, it descends to an end- 
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less sniping campaign with no targets barred. 
Early in the book, under discussions of gov- 
ernmental agencies in the field, an unfavor- 
able comparison is set forth with regard to 
those agencies operating under the egis of 
public health departments versus those under 
labor. Complaint is made that the former 
are unwilling to enter courtrooms as partisan 
witnesses in behalf of claimants. Thereafter 
every person connected with industrial medi- 
cine is encouraged to distrust every other 
person. The industrial physician is labeled. 
with some exceptions, as beyond the pale ot 
professional competency. ‘Che employer is 
painted as having little concern with other 
than products and dividends. The non- 
industrial physician is asked to look askance 
at the industrial physician. The industrial 
physician is pursued into the courtroom, 
where, as might have been anticipated, his 
testimony may not be without prejudice. 

Even associations do not escape. State- 
ments with reference to the American Asso- 
ciation of Industrial Physicians and Surgeons 
and the American Industrial Hygiene Asso- 
ciation are accompanied by this truthful but 
disparaging item: “These professional socie- 
ties are not empowered to exercise sur- 
veillance over the professional competence or 
conduct of their members, nor do they pos- 
sess disciplinary powers of any sort.” This 
is a little akin to stating: “Here the Arch- 
bishop of Canterbury has resided for 50 
years, but so far it has been impossible to 
convict him of rape.” With reference to the 
Industrial Hygiene Foundation, it is noted 
that the services of this organization are 
“purely advisory.” If the rendering of actual 
laboratory services on plant premises or the 
drawing of plans for mechanisms to pre- 
vent harmful exposures constitutes advisory 
services, then the statement quoted is valid. 

This statement is also found: “A few of 
the very large corporations in the chemical 
industry have established their own research 
institutes to study the toxicology of their 
own products.” If the implication is that 
some industries have created industrial hy- 
giene institutes with responsibility both for 
their own work conditions as well as for 
products, it may be noted that of the totality 
throughout the land, the majority is not in 
the chemical industries. If proof be desired, 
three non-chemical enterprises with such in- 
stitutions may be found respectively at the 
General Motors Corporation, Chrysler Cor- 
poration, and the Ford Motor Company, all 
located in one city. 

In general, deprecation characterizes the 
book, and contradictions here and there ap- 
parently cause the author no distress. Fore 
and aft of a single page, this language ap- 
pears: “Industrial medicine in this country 
has on the whole remained circumscribed”— 
shortly followed by the statement: “This 
book has traced in broad perspectives the 
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social, economic, 


con _ legal, 
setting within which industrial medicine has 


and professional 
matured. ...” It may be doubted that in- 
dustrial medicine may be both damned 
with “circumscription” and lauded with 
“maturity.” 

Nowhere does there appear any warm 
praise for industry itself for its earnest and 
tremendous efforts toward fitting into its 
operations an adequate component of person- 
nel and facilities suited to the protection of 
workers as they go about their duties and 
for their care when sick or injured. Rather 
industry is condemned for a microscopic de- 
gree of social awareness of health implica- 
tions. Management is chided for only meager 
interest in workers’ gallstones and prostatitis, 
Thinly veiled is the bid to industry to think 
less of products, processes, and raw mate- 
rials and to assume a mighty share in social- 
ized medicine. 

Factually, industrial medicine already more 
nearly approaches an exact science than any 
other branch of medicine, too many of which 
function chiefly as arts. Fostered by man- 
agement, industrial medicine has reached 
praiseworthy accomplishment. While indus- 
trial medicine is not perfect, future orderly 
attainments will be little served by publica- 
tion of such a book as this. 


THE Roap to HicGH EMPLOYMENT: Admims- 
trative Controls in a Free Society. By 
Douglas B. Copland. Harvard University 
i Cambridge, Mass., 1945. 137 pages. 

£75. 


Reviewed by Leo Wolman* 


These Godkin lectures at Harvard Univer- 
sity, by a distinguished Australian economist 
and public servant, deal with the question of 
how to reach and hold good employment. 
This is the question which has agitated the 
minds of officials, students, and ordinary 
citizens since the depression of 1929. It is 
the question which has produced in a decade 
new economic theory, new public policy, new 
facts, and new interpretations of old facts. 
It has also created new fears and sharp dif- 
ferences of opinion. ; 

In his discussion, which is distinguished 
from that of many of his colleagues by its 
moderate tone and its modest claims, Mr. 
Copland looks to careful and considered gov- 
ernment intervention and public spending as 
the means of maintaining high employment. 
He reaches this conclusion by analyzing the 
course of events in the 1930’s. What he says 
about this period in the history of the United 
States is far from persuasive and affords 


* Director, National Bureau of Economic Research, 
New York. 


The Management Review 





added e 
cal and 
those e 
literatut 

Toge' 
Mr. Cc 
espouse 
enterpr’ 
ciate hi 
eral cer 
Particu 
discuss! 
on the 
whereit 
which, 
pared t 


INSUR: 
Elm 
Bool 
page 


On 
Supre 
of Pat 
comm 
later, 
Unite 
ers A 
comm 
expre 
Virgt 
tinuit: 
may | 
a sho 
tures, 
acted 
withi 
insur: 
dovet 
and 
syste’ 
stant 
centu 
tates 
hauli 
syste 
revo) 
basis 
to bi 
It 
Saw 
of t 
is ( 
have 
for 
the 
tices 
pow 


* G 


B 


Ap 








ional 
> has 
t in- 
nned 
with 


varm 


) its 
“son- 
n of 

and 
ther, 
> de- 
| ica- 
ager 
titis, 
hink 
late- 
Cial- 


nore 


any 
hich 
nan- 
shed 
dus- 
erly 
lica- 


ms- 


‘sity 
ges. 


ver- 
nist 
1 of 
ent. 
the 
ary 
t is 
ade 
1eW 
cts. 
dif- 





added evidence of the need for a more criti- 
cal and precise description and analysis of 
those events than can be had in existing 
literature. oe 

Together with many who share his views, 
Mr. Copland believes that the policies he 
espouses will strengthen, not weaken, private 
enterprise. Hence he is careful to disasso- 
ciate himself from the position taken on sev- 
eral central issues by Sir William Beveridge. 
Particularly interesting and important is his 
discussion of the bearing of full employment 
on the control of wages, profits, and prices 
wherein he weighs the effects of policies, 
which, it is clear, Sir William was not pre- 
pared to face. 


InsURANCE’AS INTERSTATE COMMERCE. By 
Elmer Warren Sawyer. McGraw-Hill 
Book Company, Inc., New York, 1945. 169 
pages. $2.50. 


Reviewed by Gay Gleason* * 


On November 1, 1869, the United States 
Supreme Court decided (in the historic case 
of Paul vs. Virginia) that insurance was not 
commerce. On June 5, 1944, nearly 75 years 
later, a majority of the same Court held (in 
United States vs. South-Eastern Underwrit- 
ers Association et al.) that insurance was 
commerce, overruling a long line of decisions 
expressly following and confirming Paul vs. 
Virginia. To those who believe that con- 
tinuity with the past, though not essential, 
may still be exnedient, the decision came as 
a shock. During that interval, state legisla- 
tures, insurance departments, and courts had 
acted in the assurance that insurance was 
within the plenary power of the states. The 
insurance business had been organized and 
dovetailed pursuant to the varied, detailed, 
and generally successful state regulatory 
systems which had been developed and con- 
stantly improved over three-quarters of a 
century. The Court’s decision now necessi- 
tates a thorough ‘study and possible over- 
hauling of the state regulatory and taxing 
systems in order to comply with the new, 
revolutionary, and still indeterminate legal 
basis upon which supervision and control are 
to be predicated, 

It is against this perspective that Mr. 
Sawyer has written this book. The purpose 
of the volume, as indicated in the preface, 
is (1) to make available to persons who 
have had neither the time nor the facilities 
for research an explanation of the effect of 
the Supreme Court decision upon past prac- 
tices, a statement of the limitations upon the 
power of states to regulate insurance as in- 


* General Counsel and Deputy Manager, The Em- 
or Liability Assurance Corporation, Ltd., 
ston. 
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terstate commerce, and an explanation of the 
Congressional pattern for a national system 
of regulation; (2) to express the author’s 
personal conviction that unless the insurance 
business prepares and adopts a blueprint of 
an adequate structure for a national sys- 
tem of state regulation within the area as- 
signed by Congress to the states, complete 
federal regulation will become an actuality. 

To those who feel it difficult or impossible 
to plot a system of state regulation through 
the intricacies of the commerce clause, this 
compact book, written by an attorney of emi- 
nent qualifications and large practical experi- 
ence, though not purporting to indicate any 
straight and easy channel, should provide a 
welcome chart. A complicated subject is 
simply yet effectively handled. The pattern 
for national collaborative regulation of in- 
surance by the federal and state govern- 
ments initiated by Public Law 15 has as its 
keynote the public interest. The three areas 
of control are outlined, and the nature and 
boundaries of exclusive federal regulation, 
exclusive state regulation, and dual regula- 
tion delineated by the author. 

Mr. Sawyer has stressed, throughout, the 
necessity of confining state regulation to its 
proper constitutional limits, consistent with 
the division of power between state and fed- 
eral governments in our federal system. The 
conventional line of demarcation is one deli- 
cate and difficult to draw, and this difficulty 
has not been clearly resolved by Public Law 
15, which is now the key to the whole prob- 
lem of the permissible extent of state regu- 
lation. There is reason to believe that 
Public Law 15 sanctions authority on the 
part of the states to regulate insurance with- 
out the constitutional restraints of the inter- 
state commerce clause. Language exists in 
the Act sweeping enough to render it capable 
of being construed as more drastic than a 
mere rebuttal of the inference to be drawn 
from Congressional silence on matters relat- 
ing to interstate commerce. There is a real 
question of interpretation involved. Whether 
state discrimination against interstate com- 
merce is barred by inherent constitutional 
prohibition or whether it is within the power 
of Congress to consent to such discrimina- 
tion is a further question and one which will 
doubtless require a reconsideration and re- 
evaluation of our federal system of govern- 
ment as a prerequisite to its answer. 

Fully aware of the magnitude of the task 
confronting the insurance world, the author 
has appropriately suggested the pooling of 
the best brains of the insurance business and 
the formation of an Insurance Council to 
evolve and coordinate a substantially uniform 
national program in the various states. 

Mr. Sawyer’s book provides an outstand- 
ing example of effective organization of 
complicated material into a well-balanced 
picture. 
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THE WAGNER ACT: AFTER TEN YEARS. Edited by Louis G. Silvers 
The Bureau of National Affairs, Inc., Washington, D. C., 1945. 126 pages. $2005 
review of the pre-adolescent life of the NLRA, from the birth pangs of father Wagner 
proposals for euthanasia by nameless employers who have had to live with it. A nosta 
vein runs through most of the chapters written by such midwives, nurses, and doting € 
relatives as Leon H. Keyserling, J. Warren Madden, Charles Fahy, Malcolm Ross,” 
The formative age of adjustment to the ways of society is reviewed by Paul R. Hutchig 
Louis G. Silverberg, and Joseph Rosenfarb. Lee H. Hill and William M. Leisers 
consider the brat past the puling stage and propose a little discipline. ‘ 


GROUP HEALTH INSURANCE AND SICKNESS BENEFIT PLANS IN @@ 
LECTIVE BARGAINING. By Helen Baker and Dorothy Dahl. Research Report Se 
No. 72, Industrial Relations Section, Princeton University, Princeton, N. J., 1945. 89 page 
$1.50. Part I of this study discusses the impact of trade unionism and collective bargaini 
on industrial sickness benefits; it is based on a study of more than 230 sickness bene 
programs included in agreements with individual companies and of more than 44 program 
established through agreements with employer associations. In Part II all aspects @ 
outstanding specific plans are described. Part III considers major policies and problem 
in the plans studied. The report concludes with discussions of union experience with sick 
ness benefit services, union aims for inclusion of sickness benefit programs in collective 
bargaining, and employer attitudes. 


FINANCIAL POLICY IN WARS AND SLUMPS. By H. Houston. P. S, King 
& Staples, Ltd., 14 Great Smith Street, Westminster, S. W. 1, England, 1944. 143 page: 
10/6 net. The author attempts to forecast the financial situation confronting Great Britain 
and to determine the proper monetary and fiscal policy for the reconstruction period. 
mistakes of policy to which slumps following previous wars may be attributed are 
fully examined, and Mr. Houston endeavors to show the real cause of the economig 
difficulties which oppressed the world in the period prior to 1939. 


OURSELVES, INC.: The Story of Consumer Free Enterprise. By Leo R. Ward) 
Harper & Brothers, New York, 1945. 246 pages. $2.50. A personalized story of vist 
among typical families of the 3,000,000 members of consumer cooperatives, which drama- 
tizes the human elements of this growing movement. Covering cooperative enterprises 
on a divergent scale, the book is essentially propaganda for the “co-ops” which emphasizes 
their possibilities as a world movement. 


JOBS AND MARKETS: How to Prevent Inflation and Depression in the Transition, 
By Melvin G. DeChazeau et al. McGraw-Hill Book Company, Inc., New York, 1946. 143) 
pages. $1.60. Presents a program of fiscal, monetary, and price control policies to “a 
the expansion of civilian production and employment, to prevent inflation and depression, 
the return to free markets, and to remove the need for price control at the earliest possivle® 
time. 
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